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How to make Wune Bride Mont 
increase your load 


Here is your opportunity to make the gift buying 
son increase your load! During June Silex is featuri 
the Brides’ Special Models: The Electric Table Mod 
a $5.75 value for $4.95 . . . The Everyday Kit 
Model, a $3.25 value for $2.95! 


With its 550-watt rating . . . with its constant use j 
homes . . . with its popularity sweeping the nation ,, 
coupled with this amazing offer . . . Silex is your No, 
load builder among table appliances! 


To back up this offer . . . Silex is running space 
, 4: American Weekly on May 16, May 30, June 13, Jur 
Electric Tabl ./ . 
Model, a $5.75 é 27... and in This Week on May 23, June 6, and J 
— a4 Sg 20! This advertising, with a combined circulation ¢ 
$4.95. P=, EE 2 10,095,397, reaches an average of | out of 3 fami 


in the United States! 


ET” 


In addition .. . Silex is running a full page four cole 
advertisement in the May issue of House Beautiful .. 
backed up by full page reproductions in Electri 
Merchandising, Electrical Dealer, and upon the bac 
cover of House Furnishing Review. 


Write today for a plan to level out your sum 
slump and increase your load throughout the yearl 


THE SILEX COMPANY 
Dept. 527 
Hartford, Connecticut 


ii L€ 


FRSOE MARK REGISTERED U.S PAI OFF, 


Silex glass coffee makers are made in both gas 
electric models. All Silex glass coffee makers h 
Pyrex brand glass, guaranteed against heat breakag 


BREWING COMPLETED WITHOUT REMOVING GLASS FROM STOV 
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TIRE DELAYS ENDED” 


AY DOZENS OF UTILITY OPERATORS 


‘We used to have two or 
ee road delays a week from 
failures. Since using Good- 
h Silvertowns we haven’t 
J 2 single one.” 


at’s a typical statement 
a utility company. Truck 


ners everywhere have had 


same experience since the 
roduction of the Triple Pro- 
ted Silvertown. Goodrich 
Bineers set out to lick the 
bblem of sidewall failures. 
y found that 8 out of 10 
ature failures occur in 
sidewall “Failure Zone.” 
y developed three separate 
tds to strengthen the 
at this point. Taken to- 
ner, they called their in- 
tion Triple Protection. 


Protects Against 
Blow-outs 
And it’s the greatest pro- 
tection against sidewall breaks 
and blow-outs ever offered 
Here are three de- 
found only in 


truckers. 
velopments 
Silvertowns: 


1. PLYFLEX—distributes 
stresses throughout the 
tire—prevents ply sepa- 
ration — checks local 
weakness. 


. PLY-LOCK — protects 
the tire from breaks 
caused by short plies 
tearing loose above the 


bead. 


- 100% FULL-FLOAT- 
ING CORD — elimi- 
nates cross cords from 
all plies — reduces heat 
in the tire 12%. 


Write, wire or’ phone 
Department T-126 


With today’s loads, today’s 
speeds, you need this added 
protection. It should increase 
the safety of your truck oper- 
ation, cut down on delays and 
repair bills, save you real 
money on tire costs. 

Ask the man in charge of 
tire purchases to check the 
Goodrich story. Have him 


run tests. Investigate every 


claim. We think you will be 
surprised at what Goodrich 
Silvertowns and Goodrich 
service can do for you. 

If you prefer, write us di- 
rect for information on what 
we are doing for other com- 
panies. Write your name and 
address in the margin below. 
Tear off and mail today. 


* The B. F. Goodrich Company, Akron, Ohio «x 
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DKOSHEATH Saearieo casse 











18 


BURIED TIME (IN MONTHS) 








tested after twelve hours’ immersion in water. 


The excellent moisture resistance of Okosheath cable is shown by the above curves. These show 
the results obtained on a length of standard, single conductor No. 4/0 A. W. G., 600-volt Oko- 
sheath cable which has been buried in wet ground for five years. It was removed periodically and 



















ark the extreme simplicity of Okosheath 
ble. Just a tough rubber belt around the 
nductor. That is Okosheath. Simple in 
sign—but it Jasts. 

here is nothing to deteriorate and rot 
ay. Enormous quantities of Okosheath, 
bd both in conduit and buried directly in 
ground, have demonstrated its dura- 
ity. The Okosheath Service Record: No 
plaints, no failures. 

sheath is effectually moisture resistant. 
clean, smooth, flexible, light in weight, 











Mr THE OKONITE COMPANY 
De PASSAIC, NEW JERSEY 


small in diameter; easy to handle and in- 
stall. A lineman can splice it. Tough and 
compact, Okosheath is just the cable for the 
tough pulls. 


Okosheath opens the way for the new trends 
and demands. Besides lower first cost, it 
saves in maintenance. The dollar benefits are 
both ways. 


Note: The above chart appears in our latest 
booklet on Okosheath, which will be mailed 


upon request. 








ONITE QUALITY CANNOT BE WRITTEN INTO A SPECIFICATION 
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Pages with the Editors 





ost adult Americans have become suffi- 
M ciently wise in the ways of politicians 
to know that before election day the common 
people are almost overwhelmed with protest- 
ing champions of their rights and too fre- 
quently neglected thereafter. Indeed, with so 
many and so often conflicting claims on his 
support for this policy or that policy, the 
average citizen may sometime wonder who 
will protect him from his protectors. 


In the matter of utility regulation the courts 
have made the matter quite easy. According 
to the law, a state public service commission 
or acity (whichever the state statute ordains) 
is presumed to represent the people. When 
these duly authorized representatives reach a 
decision or conclude an agreement with a util- 
ity company, the consuming public is pre- 
sumed to be amply protected and collateral 
intervening on behalf of the public is ruled 
out. In short, as the courts view the matter, 
such regulatory controversies are public fights 
and private parties should stay out of them. 


But this is perhaps one of those rare in- 
stances where the legal viewpoint is too simple 
to be conclusive. The self-appointed champion 
of the utility consumer may be ruled out of 
court but, thanks to a free press, nobody can 
rule him out of print. Very often, however, 
the principal shafts of these unofficial public 
defenders are directed not so much at the 


RILEY E, ELGEN 


Let the blessed daylight in on utility security 
underwriting. 


(SEE Pace 723) 
JUNE 10, 1937 


utility as at the official defenders of the public 
—the state commissions. It is strange that 
rival champions never seem to get along to- 
gether. Villains can and often do hit it off 
excellently in combination, but heroes do not 
seem to relish competition in the life-saving 
business. 


In the process of resulting sniping at the 
state commissions by critics who feel that the 
public interest could be better protected by 
somebody else, it is perhaps to be expected 
that some below-the-belt blows may be struck. 
This may be done through an excess of zeal 
or honest misapprehension. But, in any event, 
there is obviously more need for the fair mind 
and the just word in statements about the 
state commissions that pass for factual dis- 
cussion. 


Henry C. Spurr, of the editorial staff of 
Pusiic Utitities FortTNIGHTLY, in this issue 
has essayed the role of devil’s advocate in an 
attempt to find some basis for the careless and 
oft-repeated critical assumption that the public 
no longer looks to the state commission for 
protection in matters of utility regulation. Mr. 
Spurr tells us that it is rather difficult to check 
up on such hasty assumptions in such a way 
as to prove an open-and-shut case either way; 
but when some one makes a statement to the 
general effect that nobody pays any more at- 
tention to the state commissions, that is some- 
thing you can really get your teeth into. 


It is too bad that some way could not be 
found to check up on all of the fallacies that 
are current about the state commissions and 
explode them as completely as Mr. Spurr 
does the suggestion that the commissions are 
sleeping their way out of practical existence. 
The trouble is that the commissions cannot 
very well protect themselves from such mis- 
statements. Their job is to regulate, not to 
debate with their critics. Besides editors, gen- 
erally speaking, are not interested in explana- 
tions or defenses. It’s the charge that makes 
the news. 


¥ 


NE state commissioner who is not afraid 

to step up and speak out for his com- 
mission and its practices is Ritey E. Eucen, 
chairman of the District of Columbia Public 
Utilities Commission. When we published an 
article several weeks ago which questioned 
the desirability of compulsory open competi- 
tive bidding for utility securities, it was ob- 
served that this practice now obtains only in 
parts of New England and in the District of 
Columbia. That was all that was needed to 
provoke an excellent article from CHAIRMAN 
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News! From a Sand-Storm 


NSIDE THIS GLASS CASE there is a concen- 

trated, miniature sand-storm. And, in 
the sand-storm...a “tie-rod joint,” all- 
important steering link, tightly sealed in 
a new rawhide jacket. 

Here... through worse conditions than 
any car will ever meet... the new jacket 
kept sand out ... kept lubrication in. 


Plymouth’s laboratory is full of such 
tests. Flywheels are spun faster than any 
motor will ever spin them. The all-steel 
body is put into a giant hydraulic press... 
given strains no car will ever get in driv- 
ing. Springs “ride” in machines worse than 
any road ...engines run at 10° below zero. 


Thesetests make sure that Plymouth parts 
stand up. Driving this big, new Plymouth 
... it’s good to know that it will keep right 
on steering easily and safely. 

That’s the real news from this sand- 
storm ...and from the whole long list of 
unceasing Plymouth tests: a Plymouth 
car keeps right on giving you its extra 
measure of comfort...economy...and safe- 
ty! PLYMOUTH DIVISION OF CHRYSLER 
CoRPORATION, Detroit, Michigan. 


EASY TO BUY —The Commercial Credit 
Company has made available exceptionally 
low monthly payment terms... through all 
De Soto, Chrysler and Dodge dealers. 


PLYMOUTH BUILDS GREAT CARS 
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PAGES WITH THE EDITORS (Continued) 


RALPH B. COONEY 


” 


Blueprinting state economy—is it “planning 
or just improvising ? 


(SEE PAGE 734) 


Excen. This article, which is the leading one 
in this issue, was written, however, neither in 
the spirit of a reply nor as a defense. It is 
essentially an interesting explanation of the 
open competitive bidding requirement as prac- 
ticed in the District of Columbia and some 
reasons therefor. As such it should be of in- 
terest to our subscribers, especially those en- 
gaged in financial operations. 


CHAIRMAN ELGEN received his B.S. degree 
from St. John’s College of Annapolis in 1903; 
began his career as an engineer immediately 
after graduation, devoting himself entirely to 
railroad work. He served as valuation expert 
for the Interstate Commerce Commission 
from 1916 to 1932, and since June of 1932 has 
been a member of the public utilities com- 
mission of the District of Columbia, which he 
now leads. 


Most FortTNIGHTLY readers will remember 
RatpuH B. Cooney whose article on state plan- 
ning acts begins on page 734. For the benefit 
of our new readers, however, Mr. Cooney is 
the advertising manager of a prominent New 
York real estate and construction concern. 
He was born and raised in Indiana and grad- 
uated from the Hoosier state university. He 
is a frequent contributor to various periodi- 
cals, especially those devoted to realty prob- 
lems and hotel operation. 


A amusing but fantastic letter was sent to 
us recently by a star appliance sales- 
man who tried to describe a nightmare he had 
in which he personally interviewed the hy- 
pothetical General Average Utility Consumer 
—a sad case, indeed. The letter text follows: 


JUNE 10, 1937 


“It was just on an impulse that I set out to 
see Mr. Average American Utility Consumer. 
Of course I knew he lived about i1 miles out- 
side of Crawfordsville, Ind., in a five and four- 
tenths room house, with three-fourths of a 
wife (who is one-tenth divorced from him), 
and three and a half children. I was also 
familiar with some other general statistical 
details about his home life, such as the fact 
that he uses 738 kilowatts of electricity and 
54,000 cubic feet of natural gas a year; that 
his family has one-third of a telephone and 
two-thirds of an automobile. But I wanted to 
get closer to the man as an individual. What 
was he like? 


“Mr. Average Consumer met me at the 
door. He was a pleasant young fellow of 
thirty-two, weighed 178 pounds, height 5 ft. 
10 in. His eyes were two-thirds brown and 
one-third mixed blue and gray. 


“<‘First of all,’ I said, ‘tell me about your 
utility appliances. How do you manage to use 
your quota of kilowatts, gas, and so forth?’ 


““Well,’ he answered, ‘we have one-third 
of a vacuum cleaner, half a toaster, a fourth 
of a washing machine, and a mere fraction of 
a mechanical refrigerator. It all works out 
fairly well although the Mrs. finds it rather 
inconvenient to use a fourth of a washing 
machine, especially for Half’s clothes.’ 


“Who is Half?’ I asked. 
“‘Oh, Half is our half child. Here, Half!’ 


“It was rather disturbing to see half a child 
enter the room. But, I suppose, as Mr. Aver- 
age Consumer said, you get used to that sort 
of thing when you're a general average super- 
normal person in every respect. In other re- 
spects, also, Mr. Average Consumer seemed 
quite strange. He was 80 per cent in favor of 
private ownership of electric utilities and 20 
per cent against it, but on the other hand 60 
per cent in favor of the New Deal and 40 per 
cent against it. And guess what he would like 
most in life? He wanted to become a simple, 
abnormal, prejudiced individual like you and 
me. Then he could have an entire house, wife 
and children, intact appliances, and be a 100 
per cent Democrat or Republican if he felt 
like it. 


“T felt a little sorry for him as I saw him 
waving farewell to me with his six-sevenths 
cotton handkerchief, with his one and a half 
dogs sitting at his feet. Condemned by cold 
statistics to spend an eternal youth in a world 
of decimal fractions, I left him in such a con- 
fused state of mind myself that I hired two 
taxicabs and walked to the station between 
them.” 


THE next number of this magazine will be 
out June 24th. 


A Colittin- 
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To Managing Executives... 


WHO WOULD LIKE TO CUT RED TAPE 
IN PUBLIC RELATIONS 


OST executives agree that if clumsy, 
“red tape” handling of customer con- 
tacts could be eliminated, a very sore spot 
in public relations would automatically be 
healed. 
Remington Rand has developed plans and 
asteel which, installed in leading utilities. 
have done much to minimize this source of 
ill will. Users report such major advantages 
as these: 
I. Customers have only one place to go 
need never tell their stories a second or third 
time. 
2. Customer contact clerks handle every 
situation with full and accurate knowledge 
of all previous experience as well as up-to- 
the-minute data on present conditions. 
3. All questions are settled on the spot. No 
need to get in touch with the customer again 
by mail, telephone or personal call. 
4. Customer service is so speeded up that 


a duplicate bill or complete information on 
a high bill complaint, for example, is put in 
the clerk’s hands inside of one minute. 


5. Absolute privacy for every interview is 
appreciated by even the customer making 
an application for service. Your clerks work 
more efficiently when the customer’s atten- 
tion is not distracted. 


These and many other advantages—are pos- 
sible simply through proper organization of 
customer contact facilities and proper cen- 
tralization of information. Instead of adding 
overhead, operating costs are actually re- 
duced. Upon request, Remington Rand will 
be glad to make a study of your situation 
and submit detailed recommendations and 
organization charts designed to fit your in- 
dividual requirements. This service is with- 
out obligation. Phone your local Remington 
Rand office or write Remington Rand Inc., 


Buffalo, N. Y. 


. 


OK. S4 from Remington Rand 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 








In This Issue 
e 


In Feature Articles 


Value of competitive bidding for security is- 
sues, 723. 


Interstate Commerce Commission 
724. 

Requirement of competitive bidding, 726. 

Duty of government to provide protective 
measures, 727. 

Exercise of judgment on part of regulatory 
body, 729. 


“Rule-of-thumb” 
curity prices, 730. 


Spread between purchase and sale, 732. 
Competitive bidding for common stocks, 732. 
Abuse of corporate power, 733. 

New state planning acts, 734. 

Co6éperative planning program, 735. 

Specific responsibility of planning agency, 736. 
List of planning laws, 738. 

What the utilities may expect from planning, 


reports, 


methods of arriving at se- 


Value of utility codperation with planning 
authorities, 741. 

Jay walking in the regulatory highway, 742. 

Difference between opinions and facts, 743. 

Commission contacts with the public, 744. 

Comments of the regulatory commissions on 


statement that commission regulation has 
broken down, 745. 


State commission activity in public interest, 
749. 
Congress still waiting, 751. 
we 
In Financial News 


Reserve electric capacity smallest on record, 
53 


Bond market still convalescing, 753. 

First “new money” issue, 754. 

The mix-up over power from Niagara, 754. 
Canadian utility systems, 755 

SEC seeks to safeguard reorganizations, 756. 


Labor problem to the fore, 757. 
" York traction unification plan’ rejected, 


Corporate news, 758. 


- 
In What Others Think 


Does improved accounting control presage a 
renaissance of regulation, 759. 

A free tax ride for city utility officials, 762. 

A dossier of Federal commission member- 
ship, 764. 

Some fundamentals for utility employee in- 
struction, 766. 

The TVA—a blueprint for America, 767. 


- 
In The March of Events 


EEI meets in Chicago, 768. 

President recommends flood control legisla- 
tion, 768. 

FTC to probe utilities again, 769. 

SEC and Department of Justice ask holding 
company act ruling, 769. 

TVA writ set aside, 769. 

Urges power agency expansion, 770. 

News throughout the states, 770. 


¥ 
In The Latest Utility Rulings 


Fair value held to be only constitutional rate 
base, 777 

Fair hearing denied when valuation based on 
matters outside the record, 777 

Arkansas department adopts rules on rural 
electrification, 778. 
Common carrier service under guise of con- 
tract carriage or brokerage business, 779. 
Credit adjustment on change in gas rate 
classification, 780. 

Valuation policy in Missouri, 780. 

Court must not invade province of commis- 
sion, 781. 

Commission assumes jurisdiction over munic- 
ipal water service outside city limits, 781. 

Miscellaneous rulings, 782. 
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JUNE 10, 1937 





June 10, 1937 Public Utilities Fortnightly 





Williamsport Strand 
is built to last LongerJ 


See the pure, heavier galvanizing—how 
even it is, and because of that, how 
tightly and firmly it lays against the coat 
of the next wire. This means less friction, 
and longer wear. Bend the wire—try to 
crack its more uniform coat—and see how 
it resists flaking. This helps keep out cor- 
rosion, extends the life of Williamsport 
Strand. 


Why not try Williamsport next time you 
order strand? It's always good to check 
your equipment . . . to see that you get 
maximum service .. . so will you arrange 
to compare Williamsport Strand on your 
operations? 


WILLIAMSPORT WIRE_ROPE_CO 


122 SO. MICHIGAN AVE., CHICAGO—WILLIAMSPORT, PA. 
Other Offices in All Principal Cities 
Joslyn Manufacturing & Supply Co. 
20 N. WACKER DRIVE, CHICAGO, ILL. 
NATIONAL DISTRIBUTORS FOR WILLIAMSPORT STRAND 
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“There never was in the world two opinions alike.” 


Cotsy M. CHESTER 
President, National Association 
of Manufacturers. 


WILLIAM P. CoNNERY 
U. S. Representative from 
Massachusetts. 


Rozsert H. MontTGOMERY 
Professor of Economics, Uni- 
versity of Texas. 


CuHartes H. Martin 
Governor of Oregon. 


WALTER S. GIFFORD 
President, American Telephone 
and Telegraph Company. 


Louis GUENTHER 
President, Guenther Publishing 
Corporation. 


CHARLES W. KELLOGG 
President, Edison Electric 
Institute. 


ANNUAL REPORT 


New York State Power Authority. 


Major GENERAL 
Epwarp M. MARKHAM 
Chief of Army Engineers. 


JUNE 10, 1937 


—MONTAIGNE 


“Industrial conflict is costly at any time; it is not com- 
patible with scientific management.” 


¥ 
“T do not think it wise to decide on methods of taxing 


radio until all aspects of monopoly and discrimination 
charges are gone into.” 


¥ 


“The TVA has had more influence toward the reduc- 
tion. of power rates in Texas in the last three years than 
had been accomplished in the existence of the industry.” 


” 
“In every major center of the Pacific Northwest local 
power may be generated at lower cost than would be 
possible for Bonneville energy to be delivered to these 


areas.” 


> 


“In spite of increased payrolls and taxes, and contrary 
to the general price trend, telephone rates have been re- 
duced in the past fifteen months about $43,000,000 an- 
nually.” 


¥ 


“The commission (SEC) was created to raise the 
standards of honesty in the security business and protect 
the public against financial fraud, but not to act as a wet 
nurse for the business.” 


¥ 


“The surface of the utility sea is dark and the waves run 
high, but underneath the surface the tide has been steadily 
rising, indicating, I believe, a returning confidence on the 
part of the public.” 


* 


“There is every indication that the consumer desire for 
the fully electrified home is in the early stages of satis- 
faction, and that the next decade may see a tremendous 
stride toward that goal.” 


¥ 


“We (Army Engineers) don’t want to get any head- 
aches from selling and distributing power, but we do feel 
that the (Bonneville) project should be under control of 
the War Department as far as the switchboard.” 


12 
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Burroughs 







NEW 
LOW-COST 
PAYROLL 









A Typewriter that Provides 4 Payroll Records 
in One Writing 


THE PAYROLL 
Fast electric carriage operation and many other 
special features of this new low-cost Burroughs 
EARNINGS RECORD payroll typewriter assure the quick, easy, economi- 


cal writing of four payroll records in one operation. 

: It is one of a long line of Burroughs machines that 

EMPLOYEE’S STATEMENT prepare the figures required by the Social Security 
Act, while handling any type of payroll work. Fora 

demonstration, or for complete information, get in 

PAY CHECK or pay envelope touch with the local Burroughs office, or write direct. 
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14 REMARKABLE REMARKS (Continued) 


FRANKLIN D. ROOSEVELT 
President of the United States. 


Epwarp H. Lee 


Dean, John Marshall Law School, 


Harry FiLoop Byrp 
U. S. Senator from Virginia. 


Epwarp B. HALL 
President, Investment Bankers 
Association of America. 


ARTHUR H. VANDENBERG 
U. S. Senator from Michigan. 


ARTHUR E. MorGAan 
Chairman, Tennessee Valley 
Authority. 


Heywoop Broun 
Newspaper columnist. 


DANIEL CALHOUN ROPER 
Secretary of Commerce. 
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“But how can we confidently complete that Tennessee 
valley project or extend the idea to the Ohio and other 
valleys while the lowest courts have not hesitated to 
paralyze its operations by sweeping injunctions?” 


* 


“It is a question in my mind whether this (Supreme 
Court) bill, if passed, could be held constitutional, be- 
cause it partakes of ‘if’ legislation. Something is to hap- 
pen ‘if’ something else doesn’t happen first.” 


5 


“If translated into skyscraper dimensions, the Brook- 
ings Institution figures indicate that eight Empire State 
buildings would be needed to house Federal agency ac- 
tivity in Washington and fifty-two to house activities in 
the field.” 


¥ 


“The desirability of conducting our work largely in a 
professional rather than a strictly commercial spirit is an 
important reason why most of us feel that competitive 
bidding on corporate issues generally is not in the public 
interest.” 


¥ 


“If a private corporation did some of the things which 
are now orthodox in the management of the people’s 
corporation—to wit, the government of the United States 
—the Securities and Exchange Commission would prob- 
ably run ’em out of business.” 


¥ 


“Arbitrary truces growing out of industrial conflict 
will continue to mean industrial waste for everyone con- 
cerned. Coéperation growing out of mutual confidence 
will continue to mean greater industrial productiveness, 
increase of the general wealth, and a more wholesome 
social order.” 


¥ 


“Oswald Garrison Villard is the product of an inter- 
esting experiment. His grandfather was an abolitionist 
and his father a railroad magnate. As far as the re- 
searches of science have gone, the rule seems to be that 
when you cross abolition blood with railroad stock you 
get a liberal.” 


¥ 


“The fruits of wise planning, as in the Tennessee and 
lower Mississippi valleys, afford evidence of the economic 
value of those great flood control, navigation, and soil 
conservation projects. The river waters from more than 
half the states, which wrought such devastation in the 
upper stretches of the Mississippi, poured into the Gulf 
of Mexico in orderly cadence within the confines of flood- 
relief levees.” 
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The C-E RAYMOND 
-~Y 


ESULT 187 mills sold in less than 2 
ars—134 for direct-fired boilers with 
aggregate capacity over 14,600,000 Ib. 

Hf steam per hr., 10 for storage-fired 

boilers and 43 for direct-fired kilns. Ag- 

fregate pulverizer capacity—2,450,000* 

b. of coal per hr. 


ollowing a year’s operation and testing of a 
ommercial size unit, the C-E Raymond Bowl 
fill was placed on the market a little less than 
vo years ago. It introduced a new method of 
inding which its designers expected would 
volutionize previous conceptions of good 
pulverizer performance. Today it can be stated 
hat the Bowl Mill’s actual performance in a 
lumber of plants has fully realized this ex- 
pectation. Operating results have demon- 
trated THAT 


COMBUSTION ENGINEERING COMPANY, 


BOWL MILL 


is establishing 
new HIGHS 


in pulverizer 


performance 


— the Bowl Mill’s method of pulverization as- 
sures rapid and efficient reduction with virtu- 
ally constant fineness over the mill’s extensive 
capacity range; 
—the response to load changes is rapid and 
it is unnecessary to build up a minimum load 
in order for the mill to operate properly; 
—the absence of metal-to-metal contact de- 
creases wear and eliminates vibration and 
noise ; 
— the Bowl Mill can operate continuously for 
periods of many months. 
— pulverization is accomplished with minimum 
power consumption, and maintenance costs 
are exceedingly low. 
The special design features of the Bowl Mill, 
and their resultant operating advantages, in 
conjunction with the mill’s sturdy construc- 
tion, simple operation, fine bearing units, and 
effective lubricating system, are the reasons 
for the remarkable overall performance which 
characterizes all installations of the C-E 
Raymond Bowl Mill. 
* Based on Pittsburgh No. 8 coal. A-349a 


INC. 


C-E Products include all types of Boilers, Furnaces, Pulzerized Fuel Systems and Stokers; also 
Superheaters, Economizers and. Air Heaters. Combustion Engineering Company, Inc., 200 Madison 
Avenue, New York, N. Y. Canada: Combustion Engineering Corporation, Ltd., Montreal. 
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SPEND A COOL AND COMFORTABLE SUMMER 
with Kisco ‘‘Rated-Capacity’’ Air Moving Equipment 
The Kiseo AlRtoerat Deflecto 


The Patented Kisco Deflecto line of air recir- 
culators and coolers sets a new high in quiet, 
economical, efficient air cooling and recirculat- 
ing. These Kisco designed fans draw the cool 
air from the floor and quietly and gently re- 
circulate it over a wide area providing com- 
plete comfort even in the hottest weather. 
Kisco “DeLuxe” Air Movers and Coolers were 
especially designed to provide cooling comfort 
by moving large volumes of air—quietly, effi- 
ciently, and economically. They are not to be 
confused with ordinary fans built to sell on 
novelty appeal and rated on blade sizes. 

Kisco “DeLuxe” Exhaust Fans are built in a 
complete line of single and two speed models 
with belt driven models up to 48 inches de- 
livering 17,800 c.f.m. 


For Faectory—Store—Office—and Home 


Successful air cooling, recirculating, and 
exhausting demands equipment built 
with engineering skill, using proven 
principles .. . properly designed blades, 
full capacity power sources, rugged 
construction and highest quality mate- 
rials. Kisco delivers all of these with a 
Guarantee of Performance because 
Kisco equipment is built on a “Rated- 
Capacity” basis. 

For Further Details of Kisco’s complete 
line of Air Moving Equipment, write for 
your copy of “Breezy Tales of Summer 
Sales” .. . the new Kisco pictorial book 
which will show you how Kisco has 
brought cooling comfort to others .. . 
and can do the same for you. Don’t de- 
lay! Write for your free copy now. 


KISCO COMPANY, INC. 


4414-18 W. Papin St. —(igo— St. Louis, Mo. 
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Eliminate the smoke 
nuisance 


Companies in great population 
centers—New York, Brooklyn, Phila- 
delphia, Washington, D.C., Chicago, 
Detroit, Boston, New Haven, Provi- 
dence, Springfield, Dayton, Toledo, 
and many others—home and abroad— 
keep their communities contented 
by firing with Taylor Stokers, for 
Taylor Stokers satisfy the most 


stringent anti-smoke ordinances. 

















Division: AMERICAN ENGINEERING COMPANY 


PHILADELPHIA, PENNSYLVANIA 






Other Products: A-E-CO LO-HED MONORAIL ELECTRIC HOISTS, A-E-CO HELE-SHAW 


PUMPS, MOTORS AND TRANSMISSIONS, A-E-CO MARINE AND YACHT AUXILIARIES 
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WILL CUT YOUR MAINTENANCE COSTS 
Because Davey Compressors take their power from the truck engine, they require only about one-third of the tn 
capacity. The rest may be used in a variety of ways in handling maintenance work. 
So you have a dual-purpose unit, which may be used full time, either as a truck or as a compressor. You do not ne 
a second truck to carry a compressor to the work. 

Also, because compressed air is ine available, your men will 
ois js time-saving air tools to do many smaller jobs which would otherwi 
Some Distinguished Owners: | be done at much greater expense by hand. 

. Davey truck-driven compressors are thoroughly proven in six ye 
Boston Consolidated Gas Company = hard service. Let us tell you more amout t -4 
New York Power and Light Corporation 
Michigan Bell Telephone Company 
iroquols Gas Corporation, Bufflo DAVEY COMPRESSOR CO., Inc. 
City of Syracuse, N. Y., Div. of Water 
Connecticut Light and Power Company KENT, OHIO 

















“We planned it that way” ——A VERY SHORT STORY, 
in wHich WE'LL TAKE THE CREDIT—YOU TAKE THE PROFIT! 


THE SILVRAY from the obvious, direct advantages 
“MULTIPLEX” —and there have accrued to the 
PROCESSING Utilities the very tangible returns of 
PLAN for Better increased commercial load and im- 
Street Illumination proved public relations. 


was developed to These added values have made Sil- 
improve street light- vray Processing an even more profit- 
ing—by application able investment . . . proven, and 
of the sound princi- offered to you, today, as a_ well 
ple of directed light. In addition, we rounded program. 
planned with an eye toward develop- 
ing a source of added revenue for 


the Utility. 

f AMERICAN STREET ILLUMINATING CO. 
AS we suspected, in actual use by “Backed by 59 Years Street Lighting Experience” 
Utilities, its benefits have extended 261 N. Broad St. Philadelphia, Penna. 


May we talk it over? 
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The careful investor judges a 
security by the history of its 
performance. 


KERITE 


in three-quarters of a century of continuous 
production, has established a record of per- 
formance that is unequalled in the history 
of insulated wires and cables. 


Kerite is a seasoned security. 
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An Avenue to Greater Economy 








Increased operating costs and re- 
duced rates have made it neces- 
sary to put every possible econ- 
omy into effect . .. such as the 
savings made possible by Kin- 
near Doors. Coiling in a small 
space above the opening and 
rolling upward with the conven- 
ience of a window shade, they 
occupy no usable floor or wall 
space and are out of the way 
where trucks, wind, etc., cannot 
harm them. They open or close 
easily the year around. Never 
stick, sag or bind. And being all 
Steel they will withstand the 
"gaff" of extra years of hard use 
as well as serving as an effective 
fire guard. 


INNEAR MOTOR OPERATED DOORS 


When you are thinking of savings don't overlook Motor Control. It saves time and 
labor in addition to adding to the convenience of your doors. A Kinnear Motor Opera- 
tor for Steel rolling doors is a rugged, compact, highly perfected, electrically driven unit, 
which may be operated by merely pressing a button in one of the conveniently located 
push-button control stations. Ask for recommendations on how Kinnear Doors and Kin- 
ner Motor Operators can cut your doorway costs. 


1937 Catalog far the Asking 


= oe oe eee ee eee ee ee ee ey 


No matter what your needs may be in the 
way of doors, for fire, or service purposes, 
for residence garage or large industrial in- 
stallation, Kinnear will accurately engineer 
and construct a door which will best serve 
the purpose ... Send for your free copy of 
our 1937 catalog. It shows the different types 
of doors we manufacture and our capacity 
for building one for any opening. 


Tbe KINNEAR MFG. CO. 1 
2060-80 FIELDS AVENUE, COLUMBUS, OHIO 


Please send me a copy of your catalog on Kinnear Roll- 
ing Doors . . . doors that OPEN UP new avenues for 
economies through their UPWARD OPENING design. 


Address 
City 


ion sen: iin “as aiiie sin cassia sits ii a ani sami eas emia sal aa 
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A Sup erior Gas- 


An increasing number of gas companies 
are using this scientifically made puri- 
fication material, because it :— 
Contains a higher content and a better 
distribution of properly hydrated and 
alkalized ferric oxide. 

Consists of a balanced combination of 


wood filler and iron oxide made to re- 
ired specifications. 

bi = genres et CONNELLY Products have been serving the 
Revivifies promptly after repeated foul- f ! : 

ings and shows extraordinary degree varied requirements of the gas industry for 61 
of sustained activity. years: Regulators for Station, District, Service 
Exhibits unusually large capacity for and Appliance Use—Back Pressure Valves— 
sulphur absorption, insuring longer BTU Indicators—H25 Testers and U-Gauges— 
life and fewer box renewals. Smyly Mercury Loaders—Distribution Supplies 


Write for Bulletin No. 100B1 and learn the and Purification Materials. 
facts about this economical product. 


CONNELLY covirnor company 


CHICAGO, ILL. New England Representative: T. H. Piser, Wellesley Hills, Mass. ELIZABETH, N. J. 








< owe xo 8S 
ate doing things 


@ Stowe Stokers with their compensating shail rear 
end air seals—unrestricted fuel selection—and much reduced 
ash pit losses—are demonstrating their superiority—give 
highest overall efficiencies on any coal. Customers are placing 
repeat orders. Investigate the advantages that only Stowe 
Stokers can give you. Full details on request. 


THE JOHNSTON & JENNINGS CO. 
977 Addison Road Cleveland, Ohio 
Engineering and Sales Services in the Principal Cities 


s 
Stowe Stohers give you Catalog No. 10 is complete 
e 


pet eke e = with 14 diagrams —20 
over fluctuating coal sllustrations. for one. 


‘OWE STOKERS 


This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





Public Utilities Fortnightly June 10, 1937 





O 








@ Armor rods protect against flashover, abrasion, and vibration 
fatigue. Stockbridge Dampers are the last word in funda- 
mental vibration control. These are basic Alcoa developments 
applicable to all ee lines. Aluminum Company of 


America, 2134 Gulf Building, Pittsburgh, Pennsylvania. 


ALCOA:-ALUMINUM 
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PERMANENT 
ROTECTION 























One ee 1 Te eee ee x ELSE BS 


COPPERWELD STEEL COMPANY 
GlaAsnort, Pa. 


COPPER - BRONZE- COPPERWELD RODS, WIRE, AND STRAND 
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PUBLIC UTILITIES EVERY WHERE 


USE DITTO to Help Contro/ Operations 


Every smudged copy, every error in copying, 
every overworked and overloaded typist — 
demonstrates again your need for Ditto. For 
Ditto eliminates such wastes. 


controlling their operations by using Ditto 
for the speedy inexpensive reproduction of 
reports, accounting forms, repair instruc- 
tions, operating orders, material lists, inven- 
tories, schedules and the like. In no other 
way can you make copies so quickly and 

so inexpensively. 

we . 

Write today for our new 

book “'Copies—Their Place 

én Business.” It tells fully 


just what Ditto is, and 
what it can do for you. 


Ditto 


INCORPORATED 
2284 W. HARRISON ST. 
CHICAGO, ILLINOIS 
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A New Low-Cost Foam Tool! 


Combines Water, Solution and Air 
To Form Fire-Smothering Foam 


Public utilities are welcoming this revolution- 
uy larger-capacity foam equipment for flam- 
mable liquid fires. 


The specially designed PHOMAIRE Play 
Pipe connects to your hose line (34" to 2'/2"). 
When the water is turned on, PHOMAIDE, 
anew foam-making solution carried in a Hip 
Pack, and air are automatically drawn into the 
water stream in the proper proportions to 
form foam. 


There are no complicated preliminaries, no 
confusing adjustments, no moving parts. And 
only one man is required at the Play Pipe. 


Less than 20 gallons of water at a pressure of 
75 pounds or more are required per minute. 
This is the only efficient foam unit available 
for small lines. One gallon of Phomaide 
Solution makes 350 gallons of foam. 300 to 
400 gallons per minute may be continuously 
produced by merely pouring additional solu- 
tion into the Hip Pack. 


This is NEWS. Without obligation, ask for 
descriptive literature, prices and a demonstra- 
tion of the Phomaire Unit illustrated at the 
left. Don't wait! Mail your request now. 


Get the Latest Foam Equipment 


PhoAUes and Phomaide 


SOLUTION 


developed, made and sold by 


Manufacturing Compart 
2 


ean tmanceco 


ATLANTA 
RANSAS CITY 
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HE review magazine of current opinion and news re- 

lating to public utilities. Conducted as an open forum 
for the frank discussion of both sides of controversial ques- 
tions—economic, legal and financial; also gives trends in 
the present-day control of these companies—governmental 
competition—state and Federal regulation. 


| Issued every other Thursday—26 numbers a year—annual 
subscription $15.00. 


| The only magazine furnishing current and vital informa- 
tion on all subjects involving the financing, operation, and 
management of public utilities under governmental regu- 
lation and competition. 


| A magazine of unusual value and current stimulation to 
all persons holding positions with, or having a financial 
interest in, public utilities. 





ORDER FORM 


PUBLIC UTILITIES FORTNIGHTLY 
1038 Munsey Building, Washington, D. C. 





Please forward, prepaid, to the undersigned, Public Utilities Fortnightly 
(26 issues), at $15.00, beginning with the current issue. 


Name 





Address 
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ALL. INSULATIONS 
NT PAY THE 


SAME. DIVIDENDS! 


bp insulations are purchased as an in- 
vestment, the matter of dividends is of 
prime importance in their selection. 

“As in the case of stocks, these insulation 
dividends are bound to vary. In fact, the cash 
returns in fuel savings promised by any given 
insulation are dependent upon three things... 
kind, amount and application.” 

This statement made by the man from Insu- 
lation Headquarters deserves the careful atten- 
tion of every insulation buyer. 

It is based on experience gained by Johns- 
Manville through some 75 years of research 
and practical field service. Experience which 
has shown that one... five... or ten different 
kinds of insulations cannot possibly meet with 
maximum efficiency and economy the require- 





™ Johns-Manville 


An insulating material for every temperature 
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ments of all heated or refrigerated equipment 
on the market today. 

This is a truth long recognized at Johns- 
Manville. The present line of J-M Insulations 
totals some forty different types . . . each de- 
signed for a specific insulating service , .. And 
all sharing in common a time-established rec- 
ord for superior performance and durability. 
o * . 
Hence, having a line of insulations so unusually 
complete, Johns-Manville is in a position to help 
you choose the type and thickness of insulation 
that will assure maximum cash dividends, over 
the longest period of time, on each insulating job 
in your plant. For full details on all J-M 
Insulating Materials, ask for Catalog GI-6A. 

Johns-Manville, 22 East 40th Street, 
New York City. 





INDUSTRIAL 
INSULATIONS 


for every service condition 
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PIPE 
STOPPERS 


All Types 
PIPE LINE SUPPLIES 


Goodman Stoppers 
Gardner-Goodman Stoppers 
Goodman-Peden Stoppers 
Goodman Cylindrical Stoppers 
Bags—Rubber, Canvas Covered 
Plugs, Service & Expansion 
Pumps 
Masks 
Brushes 
Tape—Soap & Binding 


Catalogue mailed on request. 


SAFETY GAS MAIN STOPPER CO. 


523 Atlantic Avenue 
Brooklyn, New York 





APPROVED 
BY 
UNDERWRITERS’ 
LABORATORIES 
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DAVEY LINE CLEARING SERVICE 


Guarding Good Will 


Davey line clearing squads are trained to 
deal with the public. They do so success- 
fully for Davey men are: 


@ Likable 
Intelligent 
Resourceful 
Fine Appearing 
Tactful 
Alert 
Well Trained 

Now, all these qualities build friendly pub- 


lic relations for you. Davey men watch 
your interests constantly. Try Davey service, 


THE DAVEY TREE EXPERT CO. KENT, OHIO 


DAVEY TREE SERVICE 


Use the 
= 0. Go =1-batobbate 
WY, Ved ab bat 
EVERY BEND 
TING 


HAYS MFG. COMPANY, _ ERIE, PA. 
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BUILT TO ENDURE 


This Magnificent Building for the DEPARTMENT OF THE 


INTERIOR, Washington, D. C., Wired Throughout with 


CRESCENT ENDURITE 
CONTROL CABLE WIRE and CABLE 


DROP CABLE Elec. C ; H. P. Foley, Washi D. C 
LEAD COVERED CABLE Genl. Contr.; Geo. A. Fuller Go. New York, N.Y. 
MAGNET WIRE 
PARKWAY CABLE CRESCENT ENDURITE Rubber Compound is 
RUBBER POWER CABLE a super-aging, heat-resistant insulating material 
SERVICE ENTRANCE which exceeds Federal specifications JC-106, re- 
CABLE 


quired by the Government for installation in per- 

SIGNAL CABLE manent Federal buildings. Due to its superior heat- 

VARNISHED CAMBRIC resisting and high dielectric characteristics, it is 
CABLE 


especially suited for use when electrical conductors 
WEATHERPROOF WIRE are required to meet abnormal temperature and 


aging conditions. 














ll types of Rubber Insulated Cables can be 
lurnished with CRESCENT ENDURITE Isulation. 
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“HAVE HIM COME IN 





Why is it that every day some 2,000 busy executives 
take time to talk to the Socony-Vacuum Representative? 





He knows his side of 
Lubrication. Your men know 
your operating conditions. 


your own plant are opportunities 
to reduce costs, lower mainte- 
nance expense, improve produc- 


June 10, 193 


tion results, decrease lubrication 
bills. It might be a timely busi- 
ness move to find out. Socony- 
Vacuum will cooperate with 
your men whenever you give the 
word. 


They work together. 


OST INDUSTRIAL MEN — ex- 

ecutives and shop staffs— 
are busy today. But never too 
busy to welcome one who can 
give real help. 

Last year, Socony-Vacuum 
engineers were called in on 
Over 25,000 specific industrial 
lubrication problems. They 
were consulted by 2,000 mak- 
ers of new equipment about 
lubricating systems and 
methods. 

More than likely, right in 


SOCONY-VACUUM 


INDUSTRIAL LUBRICATION 








HERE ARE THE REASONS: 


He knows oils and greases . . . those 
best suited to different operating condi- 
tions. 

He is trained in the science of “Cor- 
rect Lubrication”; methods that mean 
efficiency y- 

He is backed up by the world’s most 
authoritative lubrication knowledge . . . 
the greatest experience in the oil in- 
dustry. 

He has the knack of cooperating with 
your men ... helping them to devise 
improvements that increase manufac- 
turing profits. 




















71 Years Lubrication Experience — the Greatest in the Business 
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HYDRAULIC TURBINES 


FRANCIS AND HIGH SPEED RUNNERS 


* Penstocks 

* Butterfly Valves 

* Power Operated Rack Rakes 
* Gates and Gate Hoists 

* Electrically Welded Racks 


NEWPORT NEWS SHIPBUILDING AND DRY DOCK COMPANY 


Hydraulic Turbine Division 
NEWPORT NEWS, VA. 90 BROAD ST., NEW YORK, N. Y. 














“Du Bois © Pennsylvania 


: VULCAN SOOT BLOWER CORPORATION 
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HARNESSING PRESSURES 
8 MILES AWAY 


lowers pumping costs 


Another Metameter installation offering 
you a money-saving suggestion 


For checking line pressure and holding it within proper 
limits, one company has installed the Transmitter of 
a Bristol’s Metameter on a street pole, as shown, at a 
suitable point in the line. The Recording Receiver is 
located in the pumping station, eight miles away. 


As a result there is no guessing about what’s going on. 
Or about when to operate the pumps. The 12 inch 
Metameter chart instantly reveals every pressure 
fluctuation at the distant point. It shows whether this 
is large or small, abrupt or gradual. It provides an 
invaluable guide to the station attendant in keeping 
pumping to a minimum, consistent with satisfactory 
service. 


The resulting savings are so surprising that the chances 
are you, too, will want further information. Write for 
Bulletin No. 424-N. 


THE BRISTOL COMPANY 
WATERBURY CONNECTICUT 
Branch Offices: Akron, Birmingham, Boston, Chicago, Detroit, 
Los Angeles, New York, Philadelphia, Pittsburgh, St. Louis, 
San Francisco, Seattle. Canada: The Bristol Company of 
Canada, Limited, Toronto, Ontario. England: Bristol’s Instru- 
ment Company, Limited, London, N.W. 10. 


BRISTOLS 


TRADE MARK REG. U.S. PAT. OFF. 
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MORE THAN A MILE 


OF CUBIC FEET OF 


Cooler Ai PER MINUTE 


GUTHFAN—“Cools You All Over’ 


with Indirect Lighting 
Efficient, modern-day illumination, 
providing glareless, shadowless, soft 
lighting, is available with GUTH- 
FAN, as one complete unit. 

Office-morale, the will to work, is 
definitely enhanced by this proper 
method of lighting and cooling. 

GUTHFANS are equipped with 
guaranteed motors; Guth indirect 
lighting reflectors are finished by the 
amazing new ALZAK process. 

Write us for further particulars. 








MAILING COUPON 

Edwin F. Guth Company, 
2600 Washington Ave., 
St. Louis, Mo. 

Send immediately additional in- 
formation on 

GUTHFAN 

INDIRECT LIGHTING 
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INSTANT CUBE -RELEASE 





FRIGIDAIRE’S LATEST CONTRIBUTION TO 
BETTER REFRIGERATION SERVICE 


@ This utterly new kind of ice-tray is 
the latest of a long series of Frigidaire 
developments that have done much 
to improve all-around refrigeration 
service. 

Designed and perfected to make 
possible the most complete ice-service 
ever known, the Quickube Tray with 
Instant Cube-Release has captured the 
imagination of buyers everywhere, 
and has helped utilities reach new 
sales records with Frigidaire. 

Frigidaire—the pioneer—constantly 
strives to keep its product a step 
ahead, and today is first and foremost 


in refrigeration with many exclusive 
features, every one of which offers 
a genuine selling advantage. 

The Quickube Tray with Instant 
Cube-Release; the Automatic Tray Re- 
lease; the Food-Safety Indicator with 
dial on door; the 9-Way Adjustable 
Interior; the Meter-Miser; the Sim- 
plest Refrigerating Mechanism Ever 
Built—these are only a few of the ex- 
clusive refrigeration features utilities 
can offer when they sell this General 
Motors product. Frigidaire Division, 
General Motors Sales Corporation, 
Dayton, Ohio. 
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Roserrsuaw THERMAL Eve oven heat 
control provides your salesman with an 
entirely new approach in gas range selling. 

Now he has something exciting to show, 
something real to say: “Here, madam, is the 
event of the year in gas ranges—a great im- 
provement that you will appreciate!” 


TION . 


Here in the Thermal Eye window, 
when the oven reaches the tempera- 
ture set by the dial, a red signal comes 
into view 


Here on the bezel, the oven by-pass 
(B) and safety pilot (P) are easily ad- 
justed with a screw driver 


Hare, mounted on the bezel of the control, is 
the oven cock 


OTHER MODELS FOR EVERY SERVICE NEED 


And Thermal Eye control backs him up 
with action. The prospect sees this new con- 
trol actually signal when the oven reaches 
the temperature set on the dial. 

See that your ranges are equipped with 
this attention-getting control. It will energize 
your selling. 


OVER 2,800,000 IN USE 
ROBERTSHAW THERMOSTAT COMPANY, Youngwood. Penna. 


pu 
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INTERNATIONALS 


Illustrated: A new International 
with special public-utility body. 


TYLE has the spotlight these days 

in the new International Trucks. 
Streamlined style may be everything 
the public sees when your trucks are 
on the road, but in your own mind the 
many improvements built into these 
trucks are even more important. Im- 
provements designed into them from 


Beautiful, streamlined International Pick-Up Trucks are 
also available in Half-Ton to One-Ton capacities: Pick- 
Up bodies in three sizes: 76, 88, and 102 inches. 


the drawing board up, from the labora- 
tory out. Qualities that will show on 
the job during the truck’s long life, 
and be even more evident on the books 
of your business. 


You these beautiful 


trucks—a completely new line, ranging 


can accept 


in sizes from Half-Ton to powerful 
Six-Wheelers—either on faith, based 
on International’s 30-year success with 
trucks, or on a careful study of their 
modern engineering. Or on both. Ex- 
amine these trucks at any Interna- 
tional branch or dealer showroom. 


INTERNATIONAL HARVESTER COMPANY 


(Incorporated ) 


606 So. Michigan Ave. Chicago, Illinois 


§ INTERNATIONAL TRUCKS 
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Sangamo Meters 
in st nk and es 
Mountings 


Sangamo modern me- 
ters, whether singlephase 
watthour meters—com- 
bination singlephase watthour meters and time- 
switches, with either single or two-rate regis- 
ters—or two-element watthour meters—all are 
designed for modern "A" and "S" mountings. 


L cdetn Meters for Modern Loads! 


m| SANGAMO ELECTRIC COMPANY 


SPRINGFIELD, ILLINOIS 


Tiree §€=6METAL-CLAD 


nt  . oe oe 


‘| Sees SWITCHGEAR 
ul y. 





d 
h MAY BE THE SOLUTION 
ir TO YOUR NEXT 


X- SWITCHING PROBLEM 


Our new Switchgear Publication 
illustrating many applications will in- 
terest any man who wants the latest 

ly a information on METAL-CLAD. Copy 
upon request. 


Delta- Star ® Electric Ge 


2400 BLOCK FULTON STREET, CHICAGO, ILL. 
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“Shucks, | can 

turn all mine off 

in 60 seconds... 
they're Nordstroms.’ 





For all utility services where a 
tight, easy turning valve is essen- 
tial,—on oil, gas, steam, air and 


chemical lines. 


Patented “Sealdport” lubrication. 


MERCO NORDSTROM VALVE CO. 


Emco-Nordstrom Lubricated Plug 
Valve with gate valve face-to- 
face dimensions. Sizes 2” to 12”. 


NOWOSTHOM 
—Lbvicated YALY ES 
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BLACK Wj 
DIAMONDS WPA 


ow the meee 


@ The miner's finger pulls the 
trigger on his electric “pick” and 
releases energy stored up for 
ages. Then starts a vast train of 
movements, resulting in a stand- 
ard of living undreamed of by 
ancient potentates. Coal and all 
other natural resources have little 
utility at their point of origin. 
Not until ways and means were 
devised for their economical hand- 
ling and movement to the pcint 
of usefulness—through the va- 
ried processes of transportation 
and utilization—was life made 
easier and happier for the people. 

Link-Belt is proud to have 
played an important part in the 
up-building of present-day stand- 
ards by the invention and manu- 
facture of scores of time-savirg, 
labor-serving material handling 
devices. Beginning with William 
Dana Ewart’s detachable link 
drive chain, Link-Belt engineers 
have developed practically every 
type of equipment needed by in- 
dustry for the handling, movement 
and preparation of materials— 
efficiently and economically — 
from a simple conveyor to com- 
plete plant systems. 


@ Link-Belt Company, Chicago, Phila- 
delphia, Indianapolis, San Francisco, 
Atlanta, Toronto, and other offices in 


LINK-BELT . 


waa gg sere ee wy 
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“S07 Encineens 


Greater Economy and Speed for 


MODERN UTILITY ACCOUNTING 


Control today of today’s expenses is essential to the success of every 


utility company. Information must be both accurate and immediately 
available. In meeting today’s demands for greater dependability and 
speed, the International Electric Accounting Method is proving ideal 
for all phases of public utility accounting work. 


With International Electric Bookkeeping and Accounting Machines, 
entries are made as the transactions occur. These entries are classified. 
and reclassified mechanically, as often as necessary. No additional 
manual handling, posting or writing are required. 


At the close of each accounting period, operating reports are prepared 
automatically. Special reports and analyses, as needed, are also. 
produced from the same media, in the most direct and simple manner. 


Permanent records in accordance with the standard classification of 
accounts are completed when the rush of the month-end peak is over 
by “re-writing” the entry in the ledger. This is accomplished by, 
another fully automatic machine process. 

Let us explain how the International Electric Accounting Method can: 


bring accuracy, speed and greater economy to your business. Write 
for detailed information or visit your nearest IBM office today. 


INTERNATIONAL BUSINES > MACHINES CORPORATION 


GENERAL OFFICES: BRANCH OFFICES IN 
270 BROADWAY, NEW YORK, N. Y. PRINCIPAL CITIES OF THE WORLD 
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Have Been 
Bought 
for 
Direct / 
Firing: 





B&W Pulverizers having a total capacity of over 2600 tons of coal 
per hour have been bought in the United States alone for the 
direct firing of boilers. All these pulverizers are of the same type 
and many of them have been in service for periods of one to seven 
years and have proved conclusively that they— 


Can be depended upon to give reliable service, 
Can handle coal of any grade or moisture, 
Respond readily to load changes, 

Maintain fineness, 

Maintain capacity, 

Provide a rich starting mixture, 

Are not damaged by tramp iron, 

Are adapted to fully automatic operation. 


These and other reasons why the Type B Pulverizer is the logical 
choice for direct-firing pulverized-cool systems are fully discussed 
in Bulletin G-19, which also presents the many advantages of the 
B&W Direct-Firing System. For your copy simply return the coupon. 


THE BABCOCK & WILCOX COMPANY [rwe sascock & WILCOX COMPANY 


85 LiseRty STREET NEW YORK, WN. Y. 
85 LIBERTY STREET, NEW YORK, N. Y. Repaagrmege  - 


| copy of the “BAW Direct- Firing Sywtem” 


| ee 








BABCOCK & WILCOX 
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Nw CHEVROLET 10937 
COMMERCIAL CARS AND TRUCKS 





MORE LOAD SPACE 
and IMPROVED LOAD DISTRIBUTION 


increase carrying capacity and cut costs 









Pcwevio.er | Chevrolet trucks and commercial cars for 

1937 are the logical choice of buyers who PERFECTED HYDRAU- 
vor asrontanon Want efficient truck service at the lowest cost. LIC BRAKES — NEW 
A Larger Load Platform, on the model HIGH-COMPRESSION 

pictured here, gives greater carrying capacity on every trip. 

Improved Weight and Load Distribution means added all- VALVE-IN-HEAD 

round efficiency. Perfected Hydraulic Brakes assure the ENGINE — MORE LOAD SPACE 

quickest, safest, straight-line stops. And most important — IMPROVED LOAD DISTRIBU- 

of all, Chevrolet’s New High -Compression Valve-in-Head TION — NEW STEELSTREAM 


Engine has been made even more powerful, even more eco- 















nomical, than in the past. STYLING — IMPROVED FULL- 

Choose Chevrolet trucks and commercial cars for more FLOATING REAR AXLE WITH NEW 
power per gallon—lower cost per load. ONE-PIECE HOUSING (on 1%-ton 
CHEVROLET MOTOR DIVISION, General Motors Sales Corporation, Models) — NEW ALL-STEEL CAB — 


DETROIT, MICHIGAN 
General Motors Installment Plan—monthly payments to suit your purse. 


PRESSURE STREAM LUBRICATION 














"MORE POWER per gallon LOWER COST per Load !" 
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SPECIFICATIONS 


1000 Watt 
Standard Lamps, Size T-24 Bipost 
Luminaire No. (Available with stem- 
_ hanger only) 
Diameter of Bowl 
Standard Suspension : 
Top of Bowl to Ceiling 
Overall Length 
Permaflector No. 
*Standard Finish 








*On special order may be had finished in 
sprayed and baked ivory, seafoam green, azure 
blue or dove gray (husk finished in polished 
aluminum) at a small additional charge. 

On special order may be had finished in 
Lustroter gun metal, antique bronze or light 
bronze (husk finished in polished aluminum) 
at no additional charge. 


“CDitsbursh~ 
mae on 


Permaflector | 


A Load Builder 
That Will Make 


Friends For You 
*THE BIPOST 


(1000 WATT T-24) 
TOTALLY INDIRECT 


LUMINAIRE 


Harz is a new, small diameter, permafiector 
equipped luminaire, developed by “Pittsburgh” 
engineers to provide high intensity indirect light- 
ing for rooms where ceilings are low or where 
larger units are impractical, 


It is modern and distinctive in appearance and 
scientifically designed to control 1000 watts of 
light in the most efficient and satisfactory manner. 


Its shallow bowl—a type much in vogue today— 
serves only as an ornamental enclosure for the 
Permafiector of smooth glass which controls the 
light. 


The fixture is equipped with a unique dual husk, 
concealing the socket and lamp neck, ingeniously 
ventilated. No exposed vents mar its design. 


Stranded nickel wire with 40 mil. wall of asbestos 
insulation is used in this fixture, additionally in- 
sulated at the socket by refractory tubing. 


Many of your customers are prospects for lumi- 
naires of this type and you can unhesitatingly 
recommend this unit which is backed by more 
than 21 years of successful lighting experience. 


Write for details. 


PITTSBURGH 


REFLECTOR COMPANY 


OLIVER BUILDING PITTSBURGH, PA. 
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Whether You Buy A Tankful Of Gasolene Or 
A Carload Of Oil—You Can Be Sure That 
CITIES SERVICE PRODUCTS Are Unsurpassed! 


THE QUALITY of Cities Service gasolenes, oils and greases is guarded 
every step of the way from the oil well to you. For Cities Service is a 
completely integrated unit in the oil industry, engaged in all phases 
of petroleum operation ... production, transportation and refining. The 
finished products, backed by 74 years of refining experience, reach 
you through 15,000 reliable outlets. The Cities Service emblem is 
your guarantee of dependable products and efficient, courteous service. 


CITIES SERVICE [29 Serves A Nation! 
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Executive Days 
Run More Smoothly 


Dictaphone smoothes out an execu- 
tive’s day by absorbing numerous 
routine details such as memos, instruc- 
tions and conferences. It allows the 
executive additional time for creative 
planning and for real executive man- 
agement. 

You will be amazed at how a Dicta- 
phone helps you get your work done 
more smoothly, more accurately, more 
resultfully. Men and their secretaries 
work independently of each other’s 
time and convenience. Let us prove to 
you, without obligation, how Dicta- 
phone can improve production and 
lower costs in your office. 


DICTAPHONE 


Reg. U. 8S. Pat. Off. 


Dictaphone Sales Corp. |. 
0° Now York ity 49,597 

TESTED LAST YEAR 

C O N S TANT SERVICE Linemen’s rubber gloves are a safe- 


guard only when in good condition. They 
should be inspected and tested regularly. 








Many companies make this a standard 
practice. All gloves issued to workmen 
This combined meter | : are sent to Electrical Testing Laborato- 


box and service switch is ; ‘ ° P ° ° 

built 60 alles euticiant aon - ries for inspection and high voltage test 
vice under the toughest . . 
wenties aii. is every three or six months. 


Aluminum or rust- 
proofed steel .. fused 
pullout switch . . special 
pmo. ~ S ee 4. F assurance of valuable protection. 


any desired knockouts. 


This service is not costly and it gives 


Write today : ti : ELECTRICAL 


for complete information 


Series 95 TESTING 
LABORATORIES 
WALKER ELECTRICAL COMPANY 80th St re tcle Ge Met-tan: i A i 
ATLANTA GEORGIA Jew Y 
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Fy sd CENTS buy the materials that make up am 


human body. But tho’ you mix them till doomsday 
you haven't got a MAN! 
You can take all the necessary metals and other materials 
and make a water meter out of them... but you haven't 
got a TRIDENT or a LAMBERT. 


Only NEPTUNE, the world's largest makers of liquid 
meters exclusively, with 44 years of experience, can 
achieve the quality that has made these meters domi- 
nant in the Water Works field. 

Neptune Meter Compan ee Meter Corp.), 50 
West 50th Street (Rockefel er Center), New York City 
... also... Neptune Meters, Ltd., 345 Sorauren Avenue, 
Toronto, Ont., Canada... A meter for every type 
of service. 


Look! You may have seen this pic- 
ture before—but its lesson is never 
outworn-—you see modern inter- 
changeable parts inserted in a (cut- 
away) 1899 Trident Meter Casing 


. including all changes and im- 
provements . . . deterioration wiped 


out... the meter will never become AND LAMBERT WATER METERS 


obsolete . . . never be scrapped... 
see? 


6 MILLION PLUS MADE AND. SOLD 
ALL OVER THE WORLD... QUALITY! 
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®@ Hang Any Piping in Any 
Place with Grinnell Adjust- 
able Pipe Hangers and 
Supports. 





Prefabrication offers possibilities for substantial economies in compli- 
cated piping assemblies. 

Successful pipe fabrication demands not only adequate equipment 
itself but, even more important, the ability to interpret faithfully the ideas 
and plans of engineers. 

The recognized ability of Grinnell to interpret intricate layouts and to 
make scheduled deliveries for the most complicated installations is particu- 
larly well expressed by the often repeated statement from engineers— 
“Give the plans to Grinnell if you want to meet schedules.” 


GRINNELL COMPANY 


EXECUTIVE OFFICES oe PROVIDENCE, R. 1. 


SEND FOR COPY DATA sag Branch Offices in Principal Cities 
SPECIFICATION BOOK No 


GRINNELL 


FABRICATED PIPING AND ALLIED PRODUCTS TO GRINNELL LABORATORY STANDARDS 
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Accelerate Customer Transactions 


FOR LOWER BAD DEBT LOSSES 
AND BETTER PUBLIC RELATIONS 


When needed information is transmitted quickly and 
efficiently between customer History Records and 
the Service Desks, bad debt losses start downward, 
as has been demonstrated again and again in the 
offices of public utilities using the Dictograph Public 
Utilities Customer Control System. This fact is evi- 
denced by the bad debt loss of only eight-hundredths 
of one per cent reported by the Kansas City Power 
and Light Company. Similar experiences are re- 
ported by other Dictograph users such as New York 
Edison Company, Public Service of N. J., Columbus 
Street Railways Power and Light, etc. 


Better Public Relations also demands a mini- 
mum of elapsed time, in the completion of applica- 
tions for service, requests for duplicate bills, excess 
charge complaints, etc. These situations and many 
others are handled more quickly with the Dictograph 
Public Utility System. 


It also helps your organization to ascertain credit 
ratings, customer histories, amounts of deposits, etc. 
In many cases transactions usually requiring 10 to 
15 minutes are reduced to 45 seconds through cen- 
tralization of information and rapid Dictograph 
Intercommunication. Request details and full infor- 
mation from Dictograph Products Co., Inc., 580 
Fifth Avenue, New York, N. Y. 


BE 


DICTOGRAPH 
SYSTEM OF INTERIOR TELEPHONES 
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How much TOO MUCH 
are YOU paying for work 
like this? 


Opening streets to reach leaking pipes, 
tearing up pavements to lay new lines; 
filling and tamping—this is necessary 
labor that adds to the cost of the actual 
job. A Barco Portable Gasoline Hammer 
helps materially to reduce this expense. 


Ample power—portability—effectiveness 
—economy in investment and operation 
—elimination of expensive auxiliary equip- 
ment. All these combined provide sav- 
ings that are worth investigating. 


Years of successful service. 


BARCO MANUFACTURING CO. 
1803 W. Winnemac Ave., Chicago, Ill. 


q BARCO,, seuss 
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Utilities Almanack 








{ Canadian Gas Association opens annual convention, Ottawa, Canada, 1937. 
@ Midwest Transit Association starts meeting, Oklahoma City, Okla., 1937. 





{ International Gas Union convenes for session, Paris, France, 1937. 
{ American Water Works Association concludes convention, Buffalo, Ni Vue BO. 





GY American Society of Heating and 7 coaeene Engineers will hold semiannual meet- 
ing, Swampscott, Mass., June 24—26, 1937. 





9 Washington Independent Telephone Association will hold meeting, Edmonds, Wash., 
June 25, 26, 1937. 





9 Second World Petroleum Congress opens session, Paris, France, 1937. 








{ Engineering Institute of Canada starts semicentennial celebration, Montreal 
and Ottawa, Canada, 1937. 











American Transit Asso., Pacific Region, begins meeting, Hollywood, Calif., 1937. 
League of Minnesota Municipalities opens meeting, Faribault, Minn., 1937. 





4 Pacific Coast Gas Association will hold Northwest conference, Seattle, Wash., June 
25, 26, 1937. 





q{ Economic Conference for Engineers, Soew ens Institute of Teehnology, starts seventh 
annual session, Johnsonburg, N. J., 





American sovtety, Jy Testing Materials will hold convention, New York, N. Y., 
June 28-July 2, 





4 Public Utilities Advertising Association opens annual convention, New York, N. Y., 
1937 





{ American Inst. of Elec. Engineers starts summer convention, Milwaukee, Wis., 1937. 
{ Canadian Electrical Asso. begins meeting, Banff, Alberta, Canada, 1937. 





Conference of Mayors and Other Municipal igs J of the State of New York will 
convene, Saratoga Springs, N. Y., June 28-30, 











{ Michigan Gas Association will convene for annual session, Mackinac Island, 
Mich., July 1-3, 1937. 
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The Onslaught of the Sea 


“Water its living strength first shows, 
When obstacles its course oppose.” 
—GOoETHE 





Public 
Utilities 


FORTNIGHTLY 


Vot. XIX; No. 12 


JUNE 10, 1937 


Value of Competitive Bidding 
for Utility Securities 


It works well, in the opinion of the author, 
for the utilities, the investors, and the public. 


By RILEY E. ELGEN 
CHAIRMAN, DISTRICT OF COLUMBIA PUBLIC UTILITIES COMMISSION 


Congress said, regarding the 
Clayton Act then (1914) under 
consideration : 


P RESIDENT Wilson in a message to 


Business waits with acquiescence for laws 
which will effectually prohibit and prevent 
interlocking of the personnel of the direc- 
torates of great corporations, banks, rail- 
roads, industrial, commercial, and public 
service bodies—as in effect results in mak- 
ing those who borrow and those who lend 
practically one and the same. 


Regardless of laws subsequently en- 
acted the situation so ably described 
then remains much the same according 
to former chairman of the Securities 
and Exchange Commission, Joseph 
Kennedy, who stated in January of 
this year: 


723 


Today we see on all sides the evils of in- 
vestment bankers serving on industrial cor- 
porations. If our premise be valid, this 
practice must end, and I venture to predict 
that it will be outlawed. 

I could fill many pages with recitals of 
how this relationship has been prostituted in 
favor of the banker and against the best in- 
terests of the issuer. Excessive financing, 
excessive underwriting charges, excessive 
bonuses, improper loans, and a host of other 
evils—which, if they occurred in public life, 
would be unequivocally condemned as graft 
—are of frequent occurrence where this re- 
lationship persists. 

Quite apart from the morality of the situ- 
ation, the economic arguments seem to favor 
the abolition of this conflict of interest. The 
investment banker, if he is conscientious, has 
a full day’s task attending to the job of be- 
ing an investment banker. 


Those who sold securities and those 
who bought them were said by Presi- 
dent Wilson in 1914 to be the same 
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persons trading with one another under 
different names and on different com- 
binations, and those who effected to 
compete, in fact, partners and masters 
of some whole field of business. This, 
in effect, is what Mr. Kennedy repeated 
in 1937. 


Pipe arenes thought has been 
given by the Interstate Commerce 
Commission to the matter of market- 
ing securities. Little has been said, 
however, by it on the subject of com- 
petitive bidding. In complying with the 
mandate contained in the Clayton Act, 
referred to by President Wilson, it 
issued an order? dated January 21, 
1920, and amended October 4, 1920. 
It apparently did not regard that order 
as mandatory with respect to competi- 
tive bidding except to meet the specific 
conditions embodied in the Clayton 
Act, in other words it was a mere ges- 
ture in compliance. Its decision March 
10, (924, in Bonds of Chicago Union 
Station Co.,? lends credence to that 
view when it says: 


As a general rule each railroad company 
has a firm of bankers upon which it depends 
regularly and uniformly for financial ad- 
vice, and in issuing securities it deals with 
no other. 


The general claim of those who were 
opposed to sale of railroad securities by 
competitive bidding was that they were 
different from state and municipal 
bonds in that there were innumerable 
and wide variations in kind and quality 
depending upon earning power, rela- 
tion between stocks and bonds, and 
character of mortgages. The railroad 
operatives said they felt the need of ex- 
pert financial advice resting upon inti- 


156 Inters. Com. Rep. 435, 437. 
2 86 Inters. Com. Rep. 529, 531. 
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mate knowledge obtained from long 
acquaintance with their problems, f- 
nancial structure, and the likes and dis- 
likes of investors for their securities, 
It was stated that failure to properly 
and promptly market an issue might 
work irreparable injury to the credit of 
a corporation but would not under 
similar circumstances affect the credit 
of a state or municipality. 


iu was also stated by those opposed 
to the requirement of competitive 
bidding for securities that continual 
fluctuations in market conditions made 
time an important element and that 
competitive bidding was a time-con- 
suming process and might prove haz- 
ardous. Then there was the claim that 
it was necessary to distribute securities 
widely to small, scattered investors and 
therefore a large and favorably known 
banking house experience was essen- 
tial. 

After listening to all these argu- 
ments, the commission found no rea- 
son for not requiring competitive bid- 
ding and so ordered. It was not until 
Western Maryland Equipment Trust; 
decided June 23, 1926, that the com- 
mission actually took a decided stand 
after the company had, of its own voli- 
tion, secured eight different bids for its 
trust securities. The highest bid was 
accepted by the company and approved 
by the commission at which time it ex- 
pressed the view that others should 
emulate the practice and gave reasons 
why it should be followed. 

In order to show the results of that 
decision it published in its 43rd and 
44th Annual Reports the tabulation 
(Table I) showing the average bankers 
spread in the sale of railroad secuti- 


$111 Inters. Com. Rep. 434, 437. 
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ties which indicates quite clearly the 
effect of competitive bidding. It will 
be observed that while the spread for 
the sale of equipment trust took a nose 
dive in 1927, upon the establishment of 
the principle of competitive bidding 
for them, no such similar condition is 
seen in the bond column, although that 
spread did subsequently go to lower 
levels. All these facts show that as a 
result of competitive bidding the issu- 
ing company gets more money in its 
treasury and the investor puts up less, 
both of which conditions would appear 
to be in the public interest. 


TABLE I 
Average Bankers Spread in Sale of Railroad 
Securities* 
WEIGHTED AVERAGES 
SPREAD IN Price or BANKERS 
AND TO Pustic Per $100. 
Sales of +* + 
Equipment Trusts Sales of Bonds 


oi» 91 $3.47 
2.295 


Year 
oe —7 months .. 


1931—6 months ....  .43 2.31 

*Compiled from the 43rd and 44th “Annual 
Reports of the Interstate Commerce Commis- 
sion, 

**Western Maryland Equipment Trust, 111 
Inters. Com. Rep. 434, 43), decided June 23, 
1926, approving and urging competitive bid- 
ding for sale of equipment trust certificates. 


e 


Bipgsgr case Joseph B. Eastman, 
in a dissenting opinion, thought 
that, 

Bonds of a terminal company located in 
the city of Cleveland, unconditionally guar- 
anteed, jointly and severally, the New 
York Central, Big Four, and Nickel Plate, 
are not securities which can defensibly be 
sold, without such bidding, to a preferred 
banking house. 

He also stated ® in New York Cen- 
tral Lines Equipment Trust of 1925: 


“An unhealthy situation exists with re- 
spect to the marketing of railroad securities.” 
citing the policies of two of the 
largest railroads in marketing their 
securities which, in effect, was sub- 
stantially as given above.® He calls at- 
tention to the fact that the two major 
banking houses are not the only ones 
equipped to furnish such service to rail- 
roads and intimates that these other 
houses should also get some railroad 
patronage. 
In Chicago M. & St. P. Equipment 
Trust,” Mr. Eastman reiterates his be- 
lief that : 


The private sale of railroad securities to 
selected bankers is in my ju ent an un- 
healthy state of affairs from more than one 
#See Bonds of Cleveland Union Terminals 

Co. (1925) 99 Inters. Com. Rep. 176, 178, also 
similar opinion in Bonds of Jacksonville 
oo Co. (1925) 99 Inters. Com. Rep. 549, 


5 (1925) 99 Inters. Com. Rep. 121, 124. 

6 See Bonds of Cleveland Union Terminals 
Co. (1925) 99 Inters. Com. Rep. 176, 178. 

7 (1925) 99 Inters. Com. Rep. 682, 689. 


“A stupy of bankers spreads obtaining for utility securities 
issued under the regulation of Massachusetts, New Hamp- 
shire, and the District of Columbia in relation to similar 
spreads for sale of similar issues in jurisdictions where there 
is no such requirement shows that competitive bidding has 
resulted in lower cost of bond distribution as far as the issues 
are concerned and lower first to investors.” 
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point of view and I have expressed the opin- 
ion that the time has clearly come to break 
away from these monopolistic conditions. 
Commissioner Woodlock said in 
reply to Mr. Eastman’s views: 


As matters stand at present, I have strong 
doubts that any system of public “competi- 
tive bidding” would produce capital more 
cheaply to the railroads than the method 
which has been generally followed up to 
date. 

Between such a system, however, 
and the systems commonly in use, 
whereby carriers have dealt with their 
own bankers, middle ground has been 
tentatively occupied in several cases. 
He goes on to name certain railroads 
which employ competitive bidding in 
the sale of securities with good results, 
and states : 


This is as it should be. Carriers them- 
selves have taken the initiative in the ex- 
periment and it is quite certain that if the 
experiment shall, as seems likely, prove 
successful, the method will come into com- 
mon use. It is infinitely better that results 
come in this way than from the exercise of 
the powers possessed—if it does possess 
them—by this commission. 


NOTHER very interesting and 
worth-while reading contribution 
to this subject will be found in Mr. 
Eastman’s dissenting opinion in Penn- 
sylvania R. General Equipment Trust,* 
in which he refers to the practice of 
monopoly as unsound, unhealthy, and 
is tempted to say unAmerican. 
According to the law of the com- 
monwealth of Massachusetts, a utility 
company shall invite sealed proposals 
for the purchase of its securities by ad- 
vertisements in newspapers.® 
Under the statutory provisions,” 
the public service commission of New 
Hampshire since July, 1935, has re- 


8 (1926) 11 Inters. Com. Rep. 241. 

® Section 15, Chap. 164, Massachusetts Gen- 
eral Laws, Tercentenary Edition. 

10 Public Laws, Chap. 241, § 1. 
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quired utilities to advertise for pro- 
posals for the purchase of their securi- 
ties. 

In December, 1935, the public utili- 
ties commission of the District of 
Columbia, under authority of Act of 
Congress, March 4, 1913, issued a 
regulation requiring competitive bid- 
ding for the purchase of security issues 
(both stocks and bonds) of all utility 
companies subjected to the commis- 
sion’s jurisdiction. 

A study of bankers spreads obtain- 
ing for utility securities issued under 
the regulation of Massachusetts, New 
Hampshire, and the District of Colum- 
bia in relation to similar spreads for 
sale of similar issues in jurisdictions 
where there is no such requirement 
shows that competitive bidding has re- 
sulted in lower cost of bond distribu- 
tion as far as the issues are concerned 
and lower first cost to investors. In oth- 
er words, the results obtained by these 
three jurisdictions are not less favor- 
able to the public and the utility than 
that shown in the above tabulations for 
sale of railroad equipment trusts. 


HEN the rough edges are worn 

off of the procedure and bankers 
accustom themselves to it and adjust 
their machinery to accord with the re- 
quirement of competitive bidding there 
is no sound reason why it should not 
produce just as favorable results as 
found in the history of sale of munici- 
pal bonds, or equipment trusts. 

Nelson Lee Smith, chairman of the 
New Hampshire Public Service Com- 
mission, said: 

From the point of view of the public— 
both as customer and investor—it is im- 
perative that the securities of its utilities be 
sold upon terms and conditions, and at 


rices, which, all things considered, are the 
est obtainable. 
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Competitive Bidding for Common Stocks? 


. dig by we come to probably the most serious question of all, and 

that is, should common stocks or any other securities with 

or without voting rights be included in the requirement of public 

bidding? The first flash is, why not? On the other hand, many con- 

tend that by common consent . . . shareholders with voting powers 

should continue to have first choice of any additional voting securi- 
ties sought to be issued.” 





He further stated that his commis- 
sion required competitive bidding : 
... because of our view that, under pres- 
ent conditions, competitive bidding consti- 
tutes the best method of disclosing the most 
favorable terms upon which bonds may be 
issued and sold by a public utility... 
Naturally this innovation will meet 
resistance like all forward-looking 
movements. The sale of securities by 
the more usual method of so-called co- 
Operative negotiation referred toalsoas 
the orthodox method, has been in vogue 
since the beginning of the Republic. 
Its tentacles have become so interwoven 
in our industrial and business fabric 
that it will be difficult to extricate them, 
but it is inevitable that the more demo- 
cratic requirement of competitive bid- 
ding will supplant the older and patern- 
alistic banking system of negotiation 
between master and servant. The em- 
ployment of competitive bidding is just 
as inevitable as was the displacement of 


11 Re Public Service Co. (1935) 17 N. H. 
P. S. C. R. 367, 12 P.U.R. (N.S.) 408. 
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the canal by the railroad, the sailing 
ship by the steamboat, the horse and 
buggy by the automobile, and a thou- 
sand and one ancient and long since 
forgotten methods of doing business 
by modern methods which are them- 
selves changing day by day. 


A’ far as is humanly or legally possi- 
ble to do so, responsible govern- 


ment ought to direct its efforts to the 
promotion of those reforms in the 
processes of business which will tend 
to give its citizens a greater measure 
of confidence and a more wholesome 
respect for those who own and those 
who manage our great business and 
financial institutions. Wherever prac- 
tices appear to be unfair to any group, 
whether they be the absentee minority 
owners whose interests are prostituted 
by responsible company officers, the in- 
terest of the public served by such com- 
panies, or the innocent victims of high 
pressure salesmen of unsound securi- 
ties, it is the duty of government to pro- 
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vide protective measures, not only for 
the benefit of those who may be vic- 
timized but as a protection to legitimate 
business itself. If there be any appre- 
hensiveness of a particular business 
practice, any suspicion of banker or fi- 
nancial domination of mining, manu- 
facturing, agriculture, and other in- 
dustry, it should be promptly corrected 
by those upon whom it rests. Failure on 
their part to eliminate the causes for 
the mistrust puts the matter squarely 
up to government. 

Now those who have been charged 
by either Congress or state legislatures 
with the duty of regulating the sale of 
securities, passing upon the propriety 
of the prices at which they are to be 
sold either to the public or to institu- 
tions and the prices financial institu- 
tions are to pay to corporations for 
their securities ; and upon the integrity 
of the issues ; must have the most com- 
plete, exact, and unimpeachable facts 
obtainable, if they are properly to dis- 
charge their obligations to the public 
and to the utility. 


N°? one will gainsay that the public 
has a right to feel that it can 
place greater reliance in securities 
which have received the blessing of 
their governmental authorities, than 
in those not subjected to such scru- 
tiny. The history of all publicly ap- 
proved securities unfortunately does 
not lend support to that view, particu- 
larly in respect to railroad securities 
since 1920. It ought to be, and, no 
doubt, is the purpose of all public offi- 
cials to seek to achieve better results to 
more nearly attain that degree of per- 
fection in the discharge of their duties 
which would justify the confidence 
which the public has a right to repose 
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in securities bearing their stamp of ap- 
proval. 

There is not much question that dur- 
ing and since the debacle of 1929 both 
business men and those who direct pub- 
lic affairs recognize, as President Wil- 
son aptly put it, and recognize with 
painful clearness the great harm and 
injustice which has been done to mil- 
lions of investors in the securities of 
American institutions in which they 
showed their confidence and patriotic 
fervor. Out of the sufferings brought 
about by this greatest of all economic 
depressions which, happily, now ap- 
pears to be behind us—we learned 
much. Had that been as far as we went 
then we, as a nation, would have been 
in no better position tomorrow than we 
were yesterday with respect to the safe- 
ty of our security values, but in that 
we are different from those who di- 
rected the destiny of this nation during 
prior depressions. 


E sought and believe we have 

found a way to bring about 
greater safety to the investments of 
those who seek an outlet for their sur- 
plus savings in the security marts. Cer- 
tainly what has been done nationally 
cannot make future issues of securities 
less secure. Weak as that effort of 
necessity must be, in the beginning, it 
is a step in the right direction. The na- 
tional law, however, exempts securities 
of corporations subjected to the regu- 
lation of state or other national author- 
ities in certain respects; so that state 
public service and corporation commis- 
sions, or other bodies having regula- 
tory powers over corporations issuing 
securities, as well as the Interstate 
Commerce Commission, owe it to in- 
vestors everywhere, in the future, to 
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exercise a far greater measure of care 
in giving their approval to the issuance 
and sale of such exempted securities. 
Particularly should they see that no 
corporation is financed in a way that 
subordinates its own interest to the in- 
terest of those who act as its financial 
mentors. This applies with equal force 
to the issuance and sale of either stocks 
or bonds. 

The next question arising in the 
minds of those who administer such 
laws is how they are to be assured of 
the correctness of their orders? They 
are not bankers with an active knowl- 
edge, obtained through risking their 
own money on their own conclusions, 
concerning the propriety of prices of 
security issues. They cannot take but 
a fragment of the time they actually 
need in reaching their decisions because 
of the danger from the ever-changing 
prices of securities. They cannot run 
the risk of delaying an issue sufficiently 
to where it runs into unfavorable mar- 
ket conditions, and perhaps seriously 
impair the credit of the industry. 


‘TA illustrate that point more ef- 
fectively, a security issue was ap- 
proved for sale at a price in January, 
1933, just in time to permit the com- 
pany to take advantage of the last 
favorable market period before the 
entire bottom dropped out of the fi- 


nancial market during February and 
March of that year—the bank holiday, 
if you please. Only a few hours’ delay 
in determining the proper course of 
action and that company could not have 
refunded an eight million dollar issue 
due in March; serious consequences 
would have resulted to the interest of 
the company and the public alike. So 
that action, as contemplated by law, 
respecting the approval and sale of 
securities, when necessary, must be 
swift and sure as well as proper. That 
is, ordinarily, when such applications 
are made the necessity is there, and the 
application ought to be accompanied 
by all properly authenticated facts es- 
sential to a quick and correct conclu- 
sion. 

Now what are those matters which 
a public body should have before it? 
First, there is the matter of unpledged 
property value and potential earning 
power to be considered, the language 
of the indenture if a mortgage; the 
kind and character of stock to be 
issued; authenticated record of un- 
pledged property; the changes to be 
anticipated in the financial condition of 
the company; and its ability to con- 
tinue as a going concern. Once these 
questions, and others related thereto, 
are satisfactorily answered, if it is de- 
termined that it would be in the public 
interest for the corporation to sell the 


riving at security prices; likewise, there are many highly 


G):: course, there are many ‘rule-of-thumb’ methods of ar- 


technical formulae for their ascertainment. . . . There ts no 
better evidence of security prices than that which is the re- 
sult of different parties honestly and knowingly bidding, one 
against the other, for the privilege of selling a security issue. 
In fact stock exchange prices are and always have been the 


result of competitive bids.” 
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issue, the next questions to be an- 
swered should relate to the amount 
which the company ought to receive 
from the sale of the securities. 


. will be observed that up to this 
point all questions relate mostly to 
factual matters obtainable from the 
record of the company and requiring no 
large exercise of judgment on the part 
of the regulatory body. The conclusions 
to be reached are supported by proper- 
ly authenticated documents submitted 
as a matter of fact in support of the 
authority sought, regardless of how the 
securities are to be sold. 

Now we come to the proposition 
which has been submitted to the com- 
pany by a prospective purchaser of the 
securities, permission for the sale of 
which is being sought of the regulatory 
agency, and in turn made a part of the 
company’s application, the approval of 
which is the end it seeks to attain. Here 
we enter a realm of highly speculative 
reasoning where facts of yesterday are 
frequently useless as criteria of today 
and in which future expectancies may 
be even more speculative. In that realm 
no amateur should operate. Anyone not 
actively engaged in the marketing of 
securities at that time lacks that inti- 
mate knowledge which is fundamental 
to the accurate determination of future 
market prices. 

That being the situation in which a 
governmental agency finds itself, the 
next thing is to apply the appropriate 
remedy. 


AN the first touch of the proposition 
of some financial house, that is 
willing to take the issue of the appli- 
cant at an indicated price, a big ques- 
tion arises in the minds of the regulator 
as to the extent of confidence which can 
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be placed in the offer made. How fair 
are the terms? Are they, who only oc- 
casionally have to pass on such matters, 
to set themselves up as possessed of 
greater knowledge of security prices 
than those who daily deal in them? No, 
it should not be regarded as a proper 
conclusion that experience and training 
can be ignored. Must those who pass 
upon such matters regard themselves as 
incompetent and depend wholly upon 
the advice of those whose interests in 
the matter entitle them to profit by its 
favorable determination? No, but to 
avoid doing just that they must make 
investigations as best they can; and 
within their own field of expert finan- 
cial acquaintances they may make such 
inquiries as they care to among those 
whom they deem competent to express 
a reliable opinion. These, however, are 
wholly disinterested parties the value 
of whose opinions thus given would 
have to be appraised by the party in- 
quiring. This method of satisfying the 
minds of those who pass upon such 
matters is frequently the only means 
whereby authoritative information is 
obtainable, without a hearing requir- 
ing too great intervention of time. 


QO: course, there are many “rule-of- 
thumb” methods of arriving at se- 
curity prices ; likewise, there are many 
highly technical formulae for their as- 
certainment. These may produce inter- 
esting results but certainly should not 
constitute the principal evidence before 
a public body and from which it must 
formulate its conclusions. Of course, 
the individual members of such a body 
have their own private and personal 
methods of satisfying their minds con- 
cerning the validity of their acts. There 
can be no wholly satisfactory answers 
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The Spread between Purchase and Sale 


es F it is known that a bidder proposes to buy for 95 

and sell for 100, at once the question presents it- 
self to the government agency that if the bidder can 
successfully sell at 100 he should reduce his spread of 5 
points; in other words, his bid might be less favorable 
than another one of 95 to the company and 97 to the 
public. The public interest requires not only that the 
integrity of the investment be ‘maintained but that the 
resources of the corporation be conserved .. .” 





to the problem. However, as a result of 
competitive bidding between unrelated 
financial institutions, brokers, institu- 
tional buyers, and others whose busi- 
ness it is to trade in securities we have 
a variety of opinions of informed in- 
dividuals willing, ready, and anxious 
to buy and sell. 


Now when governments assume the 
responsibility for the regulation of is- 
sues of securities of private industry 
it is manifestly important, indeed, it is 
vital, to the most economical financing 
of that industry as well as to the public 
interest, that the financial structures of 
the corporations are sound and their re- 
sources conserved that they may better 
serve the public and that the interests 
of the investors may not be dissipated. 
Those ends cannot be attained with as- 
surance except through the considera- 
tion of the best evidence. There is no 
better evidence of security prices than 
that which is the result of different 
parties honestly and knowingly bid- 
ding, one against the other, for the 
privilege of selling a security issue. In 
fact stock exchange prices are and al- 
ways have been the result of competi- 
tive bids. Facts obtained in that way 
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may be regarded as the most substantial 
evidence of both the equitable price to 
be paid the company as well as that 
which the public will be obliged to pay 
for it. The difference between these 
two is the compensation of the finan- 
ciers. In the administration of competi- 
tive bidding regulations some latitude 
has to be allowed, until the use of it 
becomes more widespread, otherwise, 
injury instead of benefit may result. 


T is recognized that there is a danger 
from the investors’ point of view if 
the requirements of competitive bid- 
ding are too severe. That is particular- 
ly true where unusually strong securi- 
ties are marketed under requirements 
of too strict competitive bidding, where 
it is necessary to take bids from parties 
whose interest is best served by bidding 
higher than they know is justified, on 
the theory that the financial background 
of the company is such that investors 
may be easily induced to buy at prices 
higher than sound judgment dictates. 
Such requirements should be guarded 
against. 
Then there is another most difficult 
question which arises in fixing competi- 
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tive bidding requirements, that is the 
treatment to be accorded insurance 
companies and other like institutions, 
large purchasers of sound securities. 
Of course, many factors the correction 
of which are sought by competitive bid- 
ding and which may be inherent in the 
bids of interested banker groups are 
not present to the same degree in the 
proposals of institutions buying for in- 
vestment. On the other hand, unless 
there is some method of testing the 
price to be paid by an institution for a 
security issue doubt may arise as to 
whether the company is getting all it 
should. Also, the public investor’s in- 
terest is entirely absent so that no harm 
can be done in that direction. Yet in the 
very absence of any showing of the 
price at which the institution would 
propose to sell such an issue to the pub- 
lic lies a missing link in the test of the 
appropriateness of the price paid to the 
corporation. 


r it is known that a bidder proposes 
to buy for 95 and sell for 100, at 
once the question presents itself to the 
government agency that if the bidder 
can successfully sell at 100 he should 
reduce his spread of 5 points; in other 
words, his bid might be less favorable 
than another one of 95 to the company 
and 97 to the public. The public inter- 
est requires not only that the integrity 
of the investment be maintained but 
that the resources of the corporation be 
conserved to the end that it may best 
serve the public. 

The bids of nationally known insti- 
tutions, such as insurance companies, 
generally do not have the effect of 
arousing the same character of ques- 
tions which have to be answered before 
approval is given, as in the case of 
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banker groups who have some interest 
in the institution whose securities they 
seek to acquire, although this is true 
proposals should be obtained from 
more than one such institution that is 
ready and willing to buy the issue, even 
though the public investor’s interest is 
absent. There is hardly any other way 
of measuring the validity of any single 
proposal, either on the part of the com- 
pany or the public authority. As the re- 
quirements of competitive bidding be- 
come more widespread and regulators 
as well as bankers learn more about 
them, workability will increase. 


N™ we come to probably the most 
serious question of all, and that 
is, should common stocks or any other 
securities with or without voting rights 
be included in the requirement of pub- 
lic bidding ? The first flash is, why not? 
On the other hand, many contend that 
by common consent, founded upon cor- 
poration practice of long standing, 
shareholders with voting powers should 
continue to have first choice of any ad- 
ditional voting securities sought to be 
issued. Therefore, the natural con- 
clusion from such a course of reason- 
ing is that competitive bidding should 
not be required for the sale of the is- 
sues of voting shares. This theory is 
also based upon the equities of the 
shareholders which might be adversely 
affected by the loss of their standing in 
the corporate ownership. 

Looking at the situation from an- 
other angle, an outgrowth of the im- 
position of nonoperating supercorpor- 
ate structures over operating companies 
a rather complex situation is presented. 
Within the writer’s knowledge such a 
supercorporation owning 100 per cent 
voting control of a very prosperous op- 
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erating company elects to advance to its 
subsidiary, doing a public service busi- 
ness, the necessary funds for capital ex- 
penditures over a period of years, and 
at interest rates in instances greater 
than a company in such an excellent fi- 
nancial condition should have to pay. 
Then subsequently it further elects to 
vote itself a new issue of voting stock 
in the amount, par value, of the alleged 
debt which the operating company owes 
it. 


6 Be. par for par plan may seem fair 
enough. On the other hand, if the 
subsidiary had been free of their super- 
corporate control it may have used 
either its own current funds for capital 
improvements or possibly borrowed its 
requirements at lower current banking 
rates. In the latter event, in view of its 
substantial dividend record, it might 
sell the proposed issue of common 
shares at a price far above par and 
extinguish its debt to the bank without 
depleting its financial resources to the 
same degree as if it followed the course 
dictated by its supercorporate structure. 

It would appear that common de- 
cency and honesty dictate that where 
such abuse of corporate power is 
sought it would not be inappropriate 
for a public body to require bids from 
disinterested parties in order to con- 
serve the resources of the operating 
company to the end that it might better 
serve the public and its investors. It is 
realized that there may be, and prob- 
ably are, plausible arguments, reasons 
if you please, why voting shares should 
not be thus treated. In fact, the imposi- 
tion of such a requirement is recog- 
nized as being in its swaddling clothes. 


N conclusion, there was the notable 
case of two banking houses which 
were dividing an issue of first mort- 
gage gold bonds of a terminal company 
guaranteed by several of the largest 
and most prosperous railroads. One of 
those charged with the duty of passing 
upon the proposals of the two banking 
houses said that one banking house 
monopolizes the finances of some of the 
guarantors while another banking 
house has the same pleasant relations 
with the others. Therefore, these two 
benevolent despots have agreed to join 
in the marketing of the bonds. 

In that case no competitive bidding 
was required and as a consequence the 
member referred to above stated that a 
price of 97.8 was quoted by each of the 
bankers and after a little fencing the 
bankers raised the price to 100, which 
was approved. The body referred to is 
probably one of the most highly re- 
spected governmental agencies, yet this 
member very correctly remarked that 
there was no sense in that method of 
selling bonds and that no sound reason 
was advanced for giving those two 
banking houses a monopoly of the mar- 
keting of the securities of the company 
in question. . 

With that conclusion any fair- 
minded man will agree. It is that and 
other similarly indefensible methods of 
doing business which is sought to be 
corrected by the imposition of regula- 
tions requiring open bidding for se- 
curity issues. 

Those ends will not be attained com- 
pletely until the necessity for such re- 
quirements is better understood and 
their use is more widespread than at 
present by everyone concerned. 
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The New State Planning Acts 


Widespread legislation resulting from Federal urge 
which, in the opinion of the author, is something else 
for the public utilities to think about. 


By RALPH B. COONEY 


ITHIN the past three years, 

W thirty-six states have adopted 

legislation adding to the func- 

tions of government an activity labeled 
State Planning. 

The laws which provided for state 
planning and which created state plan- 
ning authorities passed the various 
state legislatures with a minimum of 
hullabaloo. At a time when so much 
legislation—both state and Federal— 
was creating whirlwinds of excitement, 
their comparatively innocuous pro- 
visions were hardly worth a headline. 

Nor have the activities undertaken 
in accordance with the provisions of 
these laws so far caused any great tur- 
moil. They have received a certain 
amount of attention from the news- 
papers, but such material as has been 
published has not been of a type calcu- 
lated to inspire streamer headlines or 
stimulate controversy. 

Nevertheless, the fact that even the 
idea of planning has been accepted as 
a function of our state governments in- 
vites a certain amount:of reflection on 
the part of all concerned with the ren- 
dering of large scale public services. 
In the special interest of the utilities, 
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then, it may be well to examine, not 
only the legislation which has brought 
state planning into existence, but also 
the philosophy of state planning as ex- 
pressed by its proponents and the po- 
tential influence of state planning as 
revealed by the accomplishments so far 
chalked up to its credit. 

State planning has as its announced 
objective a more orderly development 
of the natural, agricultural, industrial, 
social, and human resources of the 
several commonwealths. It seeks to 
achieve this end, first by a correlated 
study of all the facts concerning these 
resources, and, second, by offering a 
coordinated and integrated program 
based upon the facts revealed by its in- 
vestigations. The functions of state 
planning bodies, both as restricted by 
law and as defined by their advocates, 
are advisory rather than regulatory. 
At least, for the present. 


is difficult to predict just how far- 
reaching the influence exerted by 
state planning boards will become. Nat- 
urally, we may expect that planning 
work will receive more attention in 
some states than in others. Similarly, 
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we may expect that a state planning 
agency will prove a more active instru- 
mentality in the hands of one group 
of men than it is in those of another. 
But the laws under which all state 
planning bodies function are so nearly 
alike in their general designations of 
responsibilities that we can, at least, 
reach an estimate of the authority and 
influence possible to exercise within 
the provisions of existing legislation. 

To begin with, it is important to 
realize that this great surge of planning 
legislation did not come about through 
any widespread popular agitation. It 
owes its existence solely to a campaign 
waged by an agency of the Federal 
government—a campaign that grew 
out of the Roosevelt administration’s 
attack on the depression. 

It was introduced to the several 
states originally in an endeavor to bring 
order out of the confusion which re- 
sulted from the wild scramble for the 
firsts PWA funds in 1933. In most 
states, it became quickly apparent that 
there existed no agencies that knew 
just what should be done or in what 
order work should be undertaken. 


Piperonsie psc of this problem was 
turned over to the National Plan- 
ning Board, since reorganized and re- 
named the National Resources Com- 
mittee. It began to attack the problem 
along several fronts simultaneously, 
but gave special attention to the task of 
getting the states to set up machinery 
for organizing information about their 
resources and requirements in the form 
of statewide development programs. 
Accordingly, the governors of the 
forty-eight states were invited to partic- 
ipate in a codperative planning pro- 
gram. This invitation took the form of 
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an offer to provide the services of Fed- 
eral-paid planning consultants to all 
states, the governors of which agreed 
(1) to appoint a state planning body, 
(2) to sponsor legislation continuing 
planning as an official state function, 
(3) to codperate with neighboring 
states in regional planning efforts, and 
(4) to provide working space and staff 
workers. 

This offer was made in the closing 
weeks of 1933. By the end of January, 
1934, twenty-one governors had ac- 
cepted these proposals; by May gov- 
ernors’ boards were functioning in 
thirty-five states and the drive for legis- 
lation putting planning on a permanent 
legal basis was quietly under way. To- 
day, while such laws are still lacking in 
twelve states, tiny Delaware is the only 
American commonwealth which has 
been slow to take any interest in plan- 
ning. Some activity is now under way 
in that state, but no planning work has 
been actually undertaken. 

The other eleven states are con- 
tinuing to codperate through gov- 
ernors’ boards, with administrative 
support still being given to the enact- 
ment of appropriate laws, and with 
Federal consultants directing planning 
activities according to the program of 
the National Resources Committee. 


bie this record before us, it is 
easy to understand why the laws 
now in effect should be so uniform in 
scope and extent. While it is true that 
the national agency made no attempt to 
push through any standard law, it, 
quite naturally, was always ready with 
help and suggestions, and moulded to 
a considerable extent the thinking 
which crystallized into the written pro- 
visions of the laws enacted. 
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It is not the purpose of this article 
to provide a complete concordance and 
digest of the planning laws now in 
force in these United States. Examina- 
tion of a number of individual acts has, 
naturally, revealed scores of variations 
in exact language, in precise assign- 
ments of fields of study, in questions 
of procedure. But the fundamentals re- 
main pretty much the same all across 
the country—and it is with these 
fundamentals that the thoughtful util- 
ity executive will first concern himself. 

The preliminary provisions run 
pretty true to form in all the laws. They 
provide for the creation of a state plan- 
ning agency, fix and define the qualifi- 
cations of its membership, and em- 
power it to establish rules and regula- 
tions for the conduct of its affairs, and 
to employ staff workers. 

In most states, the laws name as 
members certain heads of state depart- 
ments—the commissioners of high- 
ways, health, conservation, agriculture, 
and so on—together with one or more 
citizen members. In one or two states 
the membership comprises state offi- 
cials only ; another small group, includ- 
ing New Jersey, Idaho, Washington, 
South Dakota, and several others, pro- 
vides for nonoffice-holding appointees 
only. A number of states provide spe- 
cifically that faculty representatives 
from the state colleges and universities 
shall be included; in general, an effort 
is made to insure a membership con- 


versant with the problems involved. 


H¢ created a planning agency, 
and having stated the objectives 
of planning in some such general terms 
as those employed earlier in this article, 
the typical law then proceeds to charge 
the board with the specific responsi- 
bility of preparing and adopting an offi- 
cial or master plan for the state, in 
which shall be indicated “the board’s 
recommendations for the complete 
future development of the state.” 

In some laws, the fields that 
these recommendations may cover are 
grouped under a few general classifica- 
tions ; others provide a long list of spe- 
cific subjects—plus a blanket clause to 
take care of anything that may have 
been omitted. The net result is pretty 
much the same, but for the purposes of 
illustration, examination of one of the 
more detailed acts will provide greater 
information. Under such a law, these 
recommendations may include the gen- 
eral location, character, and extent of 

Highways 

Express-ways 

Parkways 

Bridges 

Waterways 

Waterfront development 

Flood prevention work 

Parks 

Reservations 

Forests 

Wild life refuges 

Aviation fields 

Drainage and sanitary systems 


of planning legislation did not come about through any wide- 


q “To begin with, it is important to realize that this great surge 


spread popular agitation. It owes its existence solely to a 
campaign waged by an agency of the Federal government— 
a campaign that grew out of the Roosevelt administration’s 
attack on the depression.” 
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Works for the prevention of stream 
pollution 

Railroad and motor vehicle routes 

Power transmission facilities 

Public buildings 

Other public ways, grounds, spaces, 
utilities, facilities, institutions 


All these subjects which “for any 
reason, are appropriate subjects of a 
state, as distinguished from a merely 
local program or plan” are placed with- 
in the state board’s province. More- 
over, the law goes on to say that the 
master plan shall also cover: 


The general location and extent of exist- 
ing and proposed forests, agricultural areas, 
and other development areas for purposes 
of conservation, food, and water supply; 
sanitary and drainage facilities . . . a land 
utilization program, including the general 
classification and allocation of the land 
within the state amongst mineral, agricul- 
tural, soil conservation, water conservation, 
forestry, recreational, industrial, urbaniza- 
tion, housing, and other uses and purposes. 


, I ‘o produce these comprehensive 


plans, the respective boards are 
given broad general authority to make 
all necessary studies, investigations, 
and researches. They may call upon 
other state departments for informa- 
tion; they may hold public hearings; 
they may enter upon any land within 
the state for the purpose of making 
physical surveys. In general, they are 
given all authority that may be neces- 
sary to secure the information required 
in their work. 

In connection with the preparation 
of these official plans, boards are also 
charged specifically with the mainte- 
nance of codrdinated programs for 
state-financed improvements, the prepa- 
ration of highway programs, and the 
encouragement and development of 
local and regional planning activities. 

And, under the legislation now in 
force, that is about as far as planning 
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goes. Many laws say nothing about en- 
forcement ; the more precise say that, 
following adoption of a plan, all proj- 
ects proposed by the various state de- 
partments must be submitted to the 
planning board for approval. However, 
an adverse opinion needn’t stop the in- 
terested officials from going ahead with 
their program ; the only requirement is 
that they file a written statement giv- 
ing their reasons for disregarding the 
board’s decision. 

In avoiding the granting of any 
actual authority, the laws emphasize the 
advisory character of the planning 
function in government. This, it may 
be pointed out, reflects the attitude con- 
stantly expressed by the National Re- 
sources Committee, and by most plan- 
ning advocates, 


Howrve®: another section also gen- 
erally found in planning legisla- 
tion leaves open a channel for the exer- 
cise of a very considerable influence. 
This gives to planning authorities the 
right to submit drafts of legislation 
that may be required to carry out the 
provisions of their master plans—or 
any parts thereof. Included within this 
category may be found such contro- 
versial matters as statewide zoning, 
establishment of local zoning author- 
ities, control of all types of natural re- 
sources, land use regulation, and high- 
way traffic control. 

With these provisions, we come al- 
most to the end of the usual piece of 
state planning legislation. Except for 
the Tennessee act, which sets up an 
elaborate system of regional commis- 
sions and one or two others, like the 
New Hampshire act, which cover the 
whole question with a few brief para- 
graphs, we have reviewed almost all 
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Planning Laws—Dates Enacted—Chapter Numbers 


ALABAMA 
ARKANSAS 
CALIFORNIA 
CoLoRADO 
CONNECTICUT 
FLORIDA 
GEORGIA 
IDAHO 
ILLINOIS 
INDIANA 
KENTUCKY 


LouIsIANA 


MAINE 
MARYLAND 
MASSACHUSETTS 
MICHIGAN 
MISSISSIPPI 
Missouri 
MONTANA 

New HAMPSHIRE 
NEw JERSEY 
New Mexico 
New York 
NortH CAROLINA 
NortH DaKora 
OKLAHOMA 
OREGON 
PENNSYLVANIA 


Ruope ISLAND 
SoutH DAKOTA 
TENNESSEE 
TEXAS 

UTAH 
VERMONT 
WASHINGTON 
WISCONSIN 


WYoMING 


September 9, 1935 
February 4, 1935 
June 14, 1935 
February 8, 1935 
April 18, 1935 
June 10, 1935 
Laws of 1937 
March 16, 1935 
July 2, 1935 
February 22, 1935 


(Act No. 9) 
(Chapter 331) 
(Chapter 212) 
(Chapter 122a) 


(Chapter 74) 


Planning established under law passed April, 
34; new law (March 7, 1936) transfers 
planning to governor’s cabinet. 


June 26, 1936 
April 6, 1935 


December 15, 1933 


August 9, 1935 


(Act No. 38 or 1936 ses- 
sion laws) 


(Chapter 191) 
(Chapter 39) 
(Chapter 475) 


Commission operates under Act 195, P.A. 1931 


March 26, 1936 
June 3, 1935 
March 14, 1935 
February 20, 1935 
May 7, 1934 
February 28, 1935 
April 5, 1935 
May 11, 1935 
March 8, 1935 
April 30, 1935 
February 1, 1935 
July 30, 1935 


March 21, 1935 
March 1, 1935 
February 19, 1935 
March 16, 1935 
March 26, 1935 
April 11, 1935 
January 17, 1934 


(Chapter 176) 
(Chapter 92) 

(Chapter 178) 
(Chapter 137) 
(Chapter 304) 


(Chapter 217) 
(Chapter 24) 
(Chapter 5) 


(Act 32) (Special ses- 
sion) 


(Chapter 191) 
(Chapter 43) 
(Chapter 33) 
(Chapter 71) 
(Act 18) 
(Chapter 44) 


Has had a planning law since 1931; new law 
conforming with current national program 
enacted June, 1935 (Chapter 165). 


February, 1935 


(Chapter 42) 
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the high points of existing planning 
legislation. 

Almost all—one remains. And that 
is the clause found in practically every 
act, authorizing the state board to ac- 
cept funds from the Federal govern- 
ment. 

There is good reason to suspect that 
we would have few, if any, planning 
laws had it not been possible to include 
this provision. Be that as it may, the 
fact remains that thirty-six planning 
laws are in effect. And, with Federal 
support continuing, the fact likewise 
remains that under these laws, planning 
authorities are at this time in active 
operation. 

Our concern is with this reality. 


Orr: the subject matters 
designated as coming within the 
province of planning involve many 
questions of paramount importance to 
all types of public utilities. Many of 
them have already occasioned earnest 
and exhaustive study by the utilities on 
their own behalf. The new question 
raised by this nation-wide participation 
of the forces of government in a quest 
for solutions is the extent to which the 
utilities’ own programs of development 
will be aided or handicapped. 

To this question the laws themselves 
provide no answer. Our only guidance 
is to be found in the activities under- 
taken and the recommendations made 
by those charged with their execution. 

Thanks to the National Resources 
Committee, several compendiums of 
state planning progress have been made 
available for study by all interested 
persons; a number of the states have 
likewise issued planning reports in pub- 
lished form. While none of this ma- 
terial provides final authoritative word 
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on what the utilities may expect from 
planning, a few straws in the wind are 
to be found. 

So far, the great bulk of planning 
work has been on the survey side. 
Ninety per cent of all reports submitted 
deal solely with accomplishments in the 
field of research—investigations, stud- 
ies, correlations of scattered informa- 
tion ; map-making, charting, graphing. 

The value of these accomplishments 
is a real and important one. A tremen- 
dous amount of information has been 
brought together ; much of it has never 
before been available; much has been 
available only in piece-meal form. For 
the first time, we are enabled to see the 
many relationships that exist between 
what have hitherto been considered dif- 
ferent kinds of facts. 


A’ official research agencies, enjoy- 
ing rights in law denied the pri- 
vate investigator, state planning boards 
deserve the enthusiastic support of the 
utilities. No group of private enter- 
prises can use the information which 
they are assembling to greater advan- 
tage. Were this their only responsibil- 
ity, state planning authorities would 
unquestionably merit unqualified ap- 
proval by all utility interests. 

But the intention of these planning 
laws goes further than that. Planning 
authorities are not merely established 
for the purpose of assembling facts in 
a form which all interested parties can 
make use of. They are also directed to 
develop from these facts an official 
series of recommendations for execu- 
tive action, for local action, and for leg- 
islative enactment. 

With what sort of matters are they 
going to concern themselves? 
Planning work is still pretty young ; 
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“As official research agencies, enjoying rights in law denied 
the private investigator, state planning boards deserve the 
enthusiastic support of the utilities. No group of private 


enterprises can use the information which they are as- 
sembling to greater advantage. Were this their only re- 
sponsibility, state planning authorities would unquestionably 
merit unqualified approval by all utility interests.” 


comparatively few authorities have as 
yet progressed to the point where they 
are ready with extensive programs 
based upon their findings. Neverthe- 
less, a good assortment of specific plan- 
ning board suggestions will be found 
scattered through the various reports. 
The Florida board conceived the 
idea of the State Citrus Commission 
which is now advertising and market- 
ing the state’s citrus fruits. Boards in 
a number of states—notably Connecti- 
cut, Maine, Texas, and Iowa — are 
providing the material which state and 
local authorities are using in an effort 
to bring more industries within their 
borders. The Oregon board secured, at 
one session of the legislature, passage 
of twenty-six bills dealing with the con- 
servation of natural resources. 


HE Mississippi board worked out 

the schedule of areas in which the 
state’s rural electrification authority 
should begin placing power lines. The 
Nevada board perfected plans for and 
initiated construction of a power line 
from Boulder dam to an important 
mining district. The Indiana board has 
been pushing a campaign for higher 
motor vehicle tax rates on trucks, based 
on the studies it has made of truck traf- 
fic in the state. The New Hampshire 
board fathered legislation creating an 
agency empowered to conserve the 
state’s water resources. 
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These are but scattered notes, yet 
they make one thing pretty clear. And 
that is—that the influence of planning 
authorities can be made to reach out 
and touch in greater or less degree a 
great variety of private as well as pub- 
lic interests. 

While it is true that this influence 
must, in large measure, make itself felt 
through legislative channels, it is im- 
portant to remember that any individ- 
ual or board which is constantly in a 
position to hold the Chief Executive’s 
ear, and which is ready for the sessions 
of the legislative body with specific 
proposals based upon detailed presenta- 
tions of facts enjoys a particularly 
strong advantage. So long as its pro- 
posals do not involve too much expend- 
iture or tread on the toes of too many 
people, it is in a position to get its pro- 
gram on the statute books with a mini- 
mum of controversy. 


HE principal danger in all this, so 

far as the utilities are concerned, 
is the development of a Messiah com- 
plex in the members of any given 
board. The same set of facts do not 
always lead to the same interpretations, 
and it is always conceivable that at any 
time a planning board may see in the 
known circumstances reasons for the 
formulation of policies completely at 
variance with those favored—also for 
good reasons—by the utilities. In view 
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of the current tendency to attribute the 
worst motives to the utility companies 
in all their public actions, it must be 
apparent that a row between a plan- 
ning board, protecting “the true inter- 
ests of our posterity,” and a utility 
company, “seeking only the perpetua- 
tion of its own selfish interests,” might 
easily become enlarged into a serious 
issue. 

We have already noted the benefits 
accruing to the utilities through the 
planning activities so far undertaken 
by the various states. Do the possible 
handicaps outweigh them? 

The answer appears to be that they 
could—but that they needn’t. 


HE degree to which state planning 

activities can hamper the utilities 
will depend in large measure upon the 
way in which the utilities handle state 
planning. 

First, it is important that the men 
behind the utilities do not dismiss plan- 
ning as a fad or as another variety of 
boondoggling. It may be both, but it 
is written into the statute books of 
thirty-six states, and so long as it re- 
mains in those statute books it can at 
any time become an instrumentality 
for the wielding of a very considerable 
degree of public influence. The utility 
interests must keep fully aware of just 
what these potentialities are ; they must 
keep informed as to what is going on 
in planning work; they must be ready 
to meet hampering official proposals 


with proposals that reflect an equal 
knowledge of the facts and an equal 
understanding of the public interest. 

Second, with this realization of po- 
tential influence always in mind, the 
utilities should strive to avoid open 
breaks with the planning authorities 
by offering full and enthusiastic co- 
6peration during the policy-forming 
period. 

Many state planning engineers have 
already expressed their indebtedness to 
the utilities for much of the basic in- 
formation that has been assembled. It 
should become somebody’s regular job 
to see to it that this codperative spirit 
is never allowed to die. By working 
with the planning authorities straight 
through, from the assembling of the 
facts to the writing of the final recom- 
mendation, many a cause for public dis- 
agreement can be disposed of before it 
is ever born, 


He’ far state planning will go no 
one knows. With the withdrawal 
of Federal funds, it may fade away to 
a ghost; planning boards may become 
merely decorative havens for the glori- 
fication of political figure-heads; the 
whole idea may be thrown overboard. 

On the other hand, planning may 
achieve enough successes in the eyes of 
the public to become an even greater 
force than anyone now foresees. For 
the utilities, it seems wiser to accept 
this as the more likely alternative and 
to guide their actions accordingly. 





“CERTAINLY, if it was really important to uncover anything that has not 
before been uncovered, it would be much more economical to offer a 


prise or reward of $5,000 for an 
reveal anything bad about the uti 


and su 
mission have not revealed.” 
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body in the United States who could 
ties which the previous investigations 
ry volumes of printed reports by the Federal Trade Com- 


—Davin LAWRENCE, 
Newspaper columnist. 
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A Bit of Jay Walking 
In the Regulatory Highway 


THE wandering pronouncement of a distinguished critic of state 

commission regulation of public utilities that in the majority of the 

states the public does not look to the state commissions at all for 

protection in utility matters brings him in violent collision with 
recorded facts. 


By HENRY C. SPURR 


“ oa oft enough repeated,” 


said the cynical French 

writer, La Chausee, “has a 
way of correcting itself, for if every- 
one is wrong, who is there left to say 
that everyone is not right?” 

This may be true enough of those 
statements, erroneous or otherwise, 
which are obvious expressions of opin- 
ions, unrelated to facts. Certainly if all 
the world were to reach the conclusion 
that excessive obesity is a mark of great 
beauty there would be no disputing the 
popular taste, however strange it 
might seem to the Man from Mars. 
When the opinion, however, relates to 
the existence or nonexistence of a fact, 
palpable error does not become less 
false because a multitude of people may 
believe in and proclaim it. Even the 
unanimous endorsement of the medi- 
eval fallacy that the world is flat would 
not make it so. 

A few years ago someone asserted 
that state regulation of the utilities in 
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the United States had collapsed or had 
failed to accomplish its objective. This 
opinion as to the assumed existence of a 
fact was soon repeated and spread 
about with as much confidence as if 
failure of regulation were really a fact, 
instead of a mere declaration of opin- 
ion. Finally some of the more advanced 
opponents of commission regulation 
did not even trouble themselves to 
specify reasons for their assertion. 
With them the formula became: Jt is 
conceded that commission regulation of 
public utilities has been a failure—or 
words to that effect—the implication 
being that all who are familiar with the 
history of regulation agree that so- 
called utility regulation is a blow-out. 
The claim that “it is conceded”’ that 
commission regulation has broken 
down is, however, about as reliable as 
the ancient ideas as to the contour of 
the earth and the form and substance 
of the universe. The truth about the 
public value of commission regulation 
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is the reverse of what these critics say 
—a conclusion, the soundness of which 
it would be easy enough to demonstrate 
if that were the purpose of this article. 


HE immediate intent here is mere- 

ly to call attention to a brand new 
pronouncement about state commission 
utility regulation recently made public 
by no less a critic than Morris Llewel- 
lyn Cooke. Mr. Cooke is well known 
among other things for his advocacy 
of the public interest in problems rela- 
ting to public utilities; for his original 
conclusions as to cost accounting 


methods and distribution costs of elec- 
tricity; for his work as director of the 
Giant Power Survey of Pennsylvania; 
as trustee of the Power Authority of 
New York; for his distinguished serv- 
ice in the Federal field as chairman 
of Mississippi Valley Committee of 


the Public Works Administration; 
as a member of the National Power 
Policy Committee and of the National 
Resources Board; and, more recent- 
ly, as former administrator of the 
Rural Electrification Administration. 
Naturally anything that Mr. Cooke, 
with such a background, has to say 
about the adequacy or shortcomings of 
commission regulation is of interest; 
and Mr. Cooke has recently spoken on 
the subject. 

Some weeks ago Mr. Cooke wrote 
an article for The New Republic in 
which he said among other things: 

The general public looks less and less to 

state commissions for protection in utility 

matters and more and more to the Federal 
government. In the majority of the states the 

—_ does not look to the commissions at 

Whether the general public looks 
more to the Federal government than 
the state commissions for protection is 
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a question by itself. Let us pass that by, 
for the moment, in order to come at 
once to Mr. Cooke’s amazing allega- 
tion: “In the majority of the states the 
public does not look to the commissions 
at all.” 

A few prominent opponents of state 
commission regulation have claimed 
that it has broken down; but hitherto, 
so far as we know, no outstanding 
critic has ventured the daring declara- 
tion that in the majority of the states 
the public does not look to the commis- 
sions at all. Obviously if what Mr. 
Cooke says is so, the sooner state com- 
mission regulation is scrapped, the bet- 
ter. But is Mr. Cooke right? 


N™ many of the criticisms of 
state commission regulation are 
of so general a nature and involve such 
a snarl of controversy that they are 
difficult of either proof or disproof. 
They are mostly matters of opinion; of 
speculation or surmise; and in some 
instances of bald propaganda. Here, 
however, Mr. Cooke emerges from the 
safety zone of speculation and contro- 
versy and steps boldly into the traffic 
lane of hard cold facts. He puts him- 
self on a spot where he can easily be 
run down. He courts refutation by the 
records. 

So, for the purpose of determining 
the accuracy of Mr. Cooke’s dictum 
that in the majority of the states the 
people do not look to the commissions 
at all, forty-five commissions, at our 
request, have opened their 1936 
records. From these records figures 
have been compiled which speak elo- 
quently—not of loss of confidence but 
of the general public’s reliance upon 
their state commissions. 

The main points of contact between 
JUNE 10, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


the public and the state commissions 
are shown by the formal cases brought 
before those bodies for decision, the in- 
formal complaints, and the vast num- 
ber of applications, petitions, requests, 
and appeals for help of one sort or an- 
other received by mail or telephone. 
For the forty-five commissions re- 
porting, these items total 886,456; that 
is to say, there were 886,456 contacts 
between the public and their commis- 
sions during the year 1936. If we as- 
sume a year to be made up of 300 work- 
ing days, we would have 2,954 requests 
a day by the public for help from their 
state commissions during 1936. A lover 
of statistics might break down this 
total still further and show the figures 
by hours and minutes. The specified 
number of calls upon the commissions, 
however, is an understatement, because 
three of the commissions have fur- 
nished no data and several others have 
been unable to prepare a full and com- 
plete record of their contacts with the 
people of their states. But the picture, 
although incomplete, is definite enough 
to destroy Mr. Cooke’s conclusion that 
in the majority of the states the public 
does not look to the commissions at all. 


|. pea calling the roll of some of 
the states in which the commis- 
sions speak for themselves, let us con- 
sider more in detail Mr. Cooke’s pro- 
nouncement that the public does not 
look to the commissions at all. 
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Take formal matters. There were 
17,120 formal cases brought before 
forty-five state commissions in 1936. 
Those familiar with state commission 
practice and procedure will understand 
that in such cases controversial matters 
of great importance to the parties in- 
volved, and often to the general public, 
are presented for decision. These cases 
are placed on the formal docket, dates 
for hearings assigned, briefs filed, and 
testimony taken. Some of these con- 
troversies may take up a considerable 
amount of the commission’s time, 
while others may be disposed of more 
speedily ; but all demand careful atten- 
tion. The yearly total of 17,120 formal 
cases means an average of 380 formal 
proceedings before each of the forty- 
five commissions in a year. In view of 
the fact that the commissions were 
called upon to act in 17,120 formal 
cases in 1936, it can hardly be said that 
the people in the majority of the states 
do not look to their commissions at all. 

Take the informal complaints. There 
were 73,106 calls for aid from forty- 
five state commissions in 1936. In- 
formal complaints are those which do 
not reach the formal docket but are set- 
tled by informal procedure. These com- 
plaints are of considerable importance 
to the customers of utility companies. 
Without commission help there would 
be little chance of adjustment except by 
expensive lawsuits; but through the 
commissions these controversies are 


has broken down is... about as reliable as the ancient ideas 


q “THE claim that ‘it is conceded’ that commission regulation 


as to the contour of the earth and the form and substance of 
the universe. The truth about the public value of commis- 


sion regulation is the reverse of what these critics say... 
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COMMISSION CONTACTS WITH THE PUBLIC 
Geographic Section Formal Cases Informal Cases Misc. Inquiries 


New England 
Middle Atlantic 
South Atlantic 

East North Central 
East South Central 
West North Central 
West South Central 
Mountain 

Pacific 


United States 


handled promptly at a minimum of ex- 
pense. In most cases about all the cus- 
tomer has to do is to write a letter to 
the commission stating his grievance. 

As there were 73,106 calls of this 
kind on forty-five commissions for 
help in 1936, the average for each com- 
mission was 1,624. The average was 
243 a day for all of the forty-five com- 
missions, assuming 300 working days 
for the year. 


i reading Mr. Cooke’s state- 
ment that in a majority of the 
states the public does not look to the 
commissions at all would be justified in 
concluding that the commissions had 
lost all contact with the public. 

But let us take the record of con- 
tacts of the commissions with the pub- 
lic, in addition to those represented by 
the formal cases and the informal com- 
plaints. Of such miscellaneous contacts, 
which are of course of public interest 
and benefit, there were last year the 
astounding number of 796,230. These 
related to minor problems, personal 
petitions, requests, and applications of 
various sorts for help, information, in- 
struction, and guidance in matters 
coming within the routine functions of 
the commissions. That is by no means 


1,017 6,529 

1,573 12,049 
1,228 , 

8,515 20,492 

488 3,691 

660 7,870 

6,590 

4,914 

5,144 


73,106 


a full statement of the number of con- 
tacts of this character but it is adequate 
enough in itself to dispose of Mr. 
Cooke’s declaration that in the ma- 
jority of the states the public does not 
look to the commissions at all. 

Taking these 796,230 reported con- 
tacts as the base, the average number 
of public contacts for each of the forty- 
five commissions was 17,982 for 1936; 
and an average for the entire country 
was 2,604 for each of the 300 working 
days of the year. 

Breaking down the information re- 
ceived from the forty-five commissions 
into nine geographical divisions of the 
country (see table), it is apparent that 
the large figures recorded apply gen- 
erally, thus showing that the public’s 
reliance upon the state commissions is 
not localized, but is of nation-wide ex- 
istence. 


| ive us now consider what the commis- 
sions say themselves concerning 
Mr. Cooke’s assertions. 

The Arkansas Department of Pub- 
lic Utilities, after reporting upon its 
record of activities for the year 1936, 
says: “These figures would appear to 
indicate that the people of Arkansas 
look to this department when in need 
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Difference between Opinions and Facts 


“... many of the criticisms of state commission regulation are of so 
general a nature and involve such a snarl of controversy that they are 
difficult of either proof or disproof. They are mostly matters of opin- 
ion; of speculation or surmise ; and, in some instances, of bald propa- 
ganda. Here, however, Mr. Cooke emerges from the safety zone of 
speculation and controversy and steps boldly into the traffic lane of 
hard cold facts... He courts refutation by the records.” 





of assistance or advice on matters 
under our jurisdiction. The complaints 
above enumerated originated from 
points scattered over the entire state in 
a volume sufficient to call for the con- 
stant attention of a staff manned to 
the maximum allowed under our laws.” 

The District of Columbia Public 
Utilities Commission, the home of the 
Federal commissions referred to in Mr. 
Cooke’s statement, after reporting a 
very large number of public appeals for 
help and protection in utility matters, 
makes this significant statement : “The 
public in this jurisdiction is very much 
concerned with the rates and service of 
all utilities. A local phenomenon is the 
existence of approximately 175 busi- 
ness and civic organizations, most of 
which have an active committee on pub- 
lic utilities. Matters of a public utility 
nature are before these bodies constant- 
ly and the commission continually re- 
ceives resolutions passed by them. Let- 
ters, telephone calls, and personal visits 
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to the commission from individuals 
also show that the commission is relied 
upon in the public utilities field. The 
commission takes pardonable pride in 
its record since its creation in 1913.” 


HE Illinois Commerce Commis- 

sion adds this interesting state- 
ment to many others received: “In 
spite of the vast volume of business 
which this commission handled during 
the calendar year of 1936, we estimate 
that during the calendar year of 1937 
that at least 10 per cent more business 
will be presented to the commission. 
Such facts tend to indicate that Mr. 
Cooke is mistaken when he states that 
the general public looks less and less to 
the state commissions for protection in 
utility matters. Consequently, we be- 
lieve that the state commissions have, 
and always will have, a very prominent 
and useful part in determining utility 
problems for the people of their re- 
spective states.” 
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The rate expert of the Kentucky 
Railroad Commission gives his view of 
Mr. Cooke’s statement as follows: “It 
is my opinion that just the opposite is 
true with respect to the general public’s 
attitude towards state commissions.” 

The Maine Public Utilities Commis- 
sion, through its chairman, makes this 
interesting observation: “I do not 
know upon what basis Mr. Cooke made 
the statement attributed to him in his 
article “The Future of Electric Power.’ 
I know of no request for information 
from this commission that has been 
sent to him or to anybody else that 
would form the basis of his statement 
with regard to the Maine commission.” 


6 bw Minnesota Railroad & Ware- 
house Commission adds the fol- 
lowing to its report of 1936 activities : 
“With reference to the statement made 
by Mr. Morris L. Cooke, wish to state 
that it is very apparent that the general 
public has considered the state commis- 
sion a very important governmental de- 
partment, and one to which numerous 
inquiries have come, indicating that in 
the future, the public will look towards 
the railroad and warehouse commission 
for protection in utility matters as 
much as it will towards the Federal 
government.” 

The Missouri Public Service Com- 
mission, through its secretary, makes 
the following statement when sending 
its report: “I believe a reproduction of 
the summary carried at the outset of 
this-report, will serve as a full refuta- 
tion of Mr. Cooke’s charges that state 
commissions are failing to perform an 
important function in behalf of the 
public.” 

The secretary of the Nebraska State 
Railway Commission furnishes the fol- 


lowing information: “The state com- 
missions are so close to the people that 
many important matters can be ad- 
justed before the stage of their getting 
to a complaint, and there are many mat- 
ters over which the commission has 
jurisdiction that lie entirely outside the 
field of power of any Federal commis- 
sion because of the fact that the activi- 
ties of the particular utility are wholly 
intrastate.” 


UCH valuable comment upon Mr. 

Cooke’s statement has been con- 
tributed by the president of the New 
Jersey Board of Public Utility Com- 
missioners, that his views are given in 
full: 


I am asked to comment, as president of 
the New Jersey Board of Public Utility 
Commissioners, on_a statement made by 
Morris Llewellyn Cooke in an article en- 
titled “The Future of Electric Power” pub- 
lished in December of last year in the New 
Republic. 

I comply with the request only because 
Mr. Cooke was at that time a Federal public 
officer; a fact that would give to his state- 
ment added weight and influence. 

His statement is that “the general public 
looks less and less to the state commissions 
for protection in utility matters and more 
and more to the Federal government. In a 
majority of the states the public does not 
look to the commissions at all.” 

Mr. Cooke’s statement is, to say the least, 
one that grossly exaggerates. The field in 
which the Federal government has under- 
taken to afford protection, which field is 
necessarily confined to interstate commerce, 
is but a small part of the area of jurisdic- 
tion of our state commission. In greater 
part the public utility problems in this state 
are without interstate aspects. The general 
public does “look” to the commission of this 
state “for protection” and does not look to 
the Federal government “for protection,” 
nor could that government afford protection 
in the vast majority of matters in which the 
general public are interested and in which it 
is the duty of this board to act. 

This board’s record for effectiveness 
equals that of the Federal commissions hav- 
ing jurisdiction interstate where this board 
has jurisdiction intrastate. 

The Federal agencies, as for instance the 
Interstate Commerce Commission, in inter- 
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state regulation of motor busses, and the 
Federal Power Commission in pursuance 
of a policy declared by Congress, are ask- 
ing the state commissions to codperate. That 
cooperation is being afforded, though the 
actual cost of such codperation is left to be 
largely borne by the states. 

It is strange that if the state commissions 
are as inefficient and disregardful of the in- 
terests of the general public as Mr. Cooke 
implies, the Federal commissions should be 
seeking their codperation. 

Codperation between Federal agencies and 
state agencies is to be desired where prob- 
lems have intra and interstate elements or 
consequences. Such codperation is not 
furthered by attacks by a Federal officer 
who glorifies the disinterestedness and 
effectiveness of the Federal agencies in 
which he has a part, and denies all credit 
for disinterestedness and effectiveness to the 
agencies of the states, Disinterestedness and 
effectiveness in the discharge of public duties 
are not qualities possessed solely by Fed- 
eral agencies and officials. One would expect 
that even a Federal official would admit that 
state agencies and officials were not wholly 
without these qualities. 


HE secretary of the New York 
Transit Commission, after supply- 
ing the facts of that commission’s ac- 
tivities, makes the following statement : 
“We do not subscribe to Mr. Cooke’s 
statement, i.¢e., ‘The general public 
looks less and less to the state commis- 
sions for protection . . .’ Our experience 
is that they receive quicker and better 
results from the state commissions than 
they do from any Federal agency.” 
The Ohio Public Utilities Commis- 
sion, after summarizing its activities 
for 1936, comments as _ follows: 
“. , . the Ohio commission does not 
agree at all with Mr. Cooke’s statement 


e 


. the experience of our commission 
is quite the contrary.” 

The Oregon Public Utilities Com- 
missioner, through his chief engineer, 
reaches the following conclusion: “On 
the record it appears to me that Mr, 
Morris Llewellyn Cooke did not have 
the Oregon commission in mind when 
he spoke of the general futility of the 
efforts of state regulatory commis- 
sions.” 

The Rhode Island Division of Pub- 
lic Utilities, through its secretary, 
makes the following observation: 
“.. . my experience has been that the 
general public does not look less and 
less to the state commissions for pro- 
tection in utility matters and more and 
more to the Federal government, this, 
of course, in connection with the state 
of Rhode Island.” 


HE Washington Department of 

Public Service, in submitting a 
record of its activities for 1936, makes 
the following statements by its di- 
rector : 


I can say definitely that in the state 
of Washington Mr. Cooke’s statement does 
not hold true. Indeed, during the past few 
cnt the department "of public service has 

en revitalized and today is considered by 


the people of this state as an ny | which 


is fully protecting the interests of the rate- 
payers and the general public, This is evi- 
denced by the fact that the legislature is 
providing the department with increased 
appropriations each year. This fact is also 
shown by demands which are continually 
being made upon the department for its 
services, 


“A FEW prominent opponents of state commission regulation 
have claimed that it has broken down; but hitherto, so far as 
we know, no outstanding critic has ventured the daring 
declaration that in the majority of the states the public does 
not look to the commissions at all. Obviously, if what Mr. 
Cooke says is so, the sooner state commission regulation is 
scrapped, the better. But is Mr. Cooke right?” 
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The utility rate reductions which have 
been secured are all the more significant 
when it is remembered that in the state of 
Washington we have the lowest rates of 
any state in the Union and the highest per 
customer consumption of electricity of any 
state in the Union. Furthermore, electricity 
and other utility service is an extremely live 
public topic in this state and currently en- 
gages the interest of many powerful organ- 
izations such as the Grange and various 
political groups. We also have many in- 
stances of municipal ownership and opera- 
tion of utilities. If Mr. Cooke’s sweeping 
statement is justified, it would seem that it 
would be particularly true in the state of 
Washington. Yet, in this state it is particu- 
larly untrue. 


Finally, the Wisconsin Public Serv- 
ice Commission, through its secretary, 
comments as follows: 


We believe the figures we have quoted, 
which are actual or the best and most con- 
servative estimates we can make, speak more 
loudly than what was probably an unfor- 
tunate generalization for rhetorical effect in 
a magazine article. Had Mr. Cooke stated 
that the general public looks more and more 
to both state and Federal commissions for 
protection in utility matters, we could agree 
with him. That, we believe, is the trend. 
Over the years the work of this commission 
has steadily increased. This increase in the 
utility division, at least, has been due prin- 
cipally to increased demands by the public 
rather than through increased statutory 
duties given the commission by the legisla- 
ture. As our civilization grows increasingly 
complex, citizens become more interde- 
pendent, and means of communication like 
radio become more widely used, government 
naeetes plays an increasingly important 
role. We fear, however, that there is a ten- 
dency among men associated with Federal 
commissions and bureaus to misinterpret this 
broadening stream as a diversion of streams 
hitherto flowing to state commissions, 
whereas the fact is, we believe, that the flood 
has swelled all the streams. Further, state 
commissions are generally well and long 
established, and the public has come to take 
their existence as a matter of course. Many 
of the Federal commissions are new, are 
still having their underlying laws and regu- 
lations tested in the highest courts, and thus 
are publicized far more than are the state 
commissions. 


U is evident from the statistics given 
and from the comment of various 
public service commission officials that 
Mr. Cooke’s vagrant statement that in 
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the majority of states the public does 
not look to the commissions at all, is 
unfounded. The truth is that the state 
commissions were never before as ac- 
tive as they have been in recent years 
and as they are right now. We know 
this is so in respect to the formal mat- 
ters on the commission dockets because 
we have been reporting commission de- 
cisions in Public Utilities Reports for 
over twenty years. We know that the 
commission decisions instead of falling 
off are growing in numbers. Commis- 
sion activity in the public interest has 
never been as great as it is at the pres- 
ent time. 

Nor is there any apparent founda- 
tion for Mr. Cooke’s surmise that the 
public is looking more and more to the 
Federal government for protection in 
utility matters than to the state com- 
missions, if by that he means that the 
public is showing a growing preference 
for regulation by Federal commissions. 
The jurisdiction of the Federal com- 
missions is limited to interstate matters. 
There is no freedom of choice by which 
the public could express any preference 
one way or the other; and there are no 
available records from which a con- 
clusion with respect to such a prefer- 
ence could safely be drawn. 

Mr. Cooke may, however, have 
meant that the public favors “yard- 
stick” regulation—that is to say, direct 
or threatened competition by the Fed- 
eral government with the private utili- 
ties—to commission regulation, state 
or Federal. Indeed, after making his 
statement that the general public looks 
more and more to the Federal govern- 
ment for protection in utility matters, 
he prophesies that “during the next 
four years regulation will be largely by 
yardstick.” 
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- Mr. Cooke does not mean that the 
public favors regulation by Fed- 
eral commissions to regulation by state 
commissions but that it prefers yard- 
stick regulation to any sort of commis- 
sion regulation, he is merely express- 
ing an opinion as to an alleged fact very 
difficult of proof or disproof. There is 
nothing new in that. What is unique 
about Mr. Cooke’s declaration is the 


allegation that in the majority of the 
states the public does not look to the 
commissions at all, a very damaging 
charge against state commission regu- 
lation, if true. A demonstration of the 
unreliability of that allegation is all that 
has been attempted in this article. 

Based upon commission records, the 
truth appears to be exactly the opposite 
of what Mr. Cooke says it is. 








Don’t Take Rural Telephony Too Much 
for Granted 


A version of the old gag about the chap who couldn’t pay the 
cafe bill and spent the evening washing dishes is told by a Western 
chain laundry executive at the expense of one of his best new business 
promoters. The laundry concern was featuring a 24-hour pick-up and 
delivery service to suburban patrons and as a special introductory offer 
agreed to do the first family wash for a very nominal sum—25 cents. 
The dynamite boy of the promotion department thought up a sure-fire 
way of “blackjacking” prospects. He would walk up to a house where 
home washed clothing hung on the line, proceed to take it off and 
trample it in the dirt. This usually brought out an angry housewife 
(and sometimes a still angrier house dog). The boy wonder would 
then go into his act, tell the good woman that a phone call to the laundry 
would have the clothes back next morning washed and ironed and if 
she was not satisfied that they were a better color than she could ever 
obtain then he’d pay the quarter out of his own pocket. 

The nerve of the lad put him over just about 100 per cent but one day 
he met his Waterloo in a particularly obscure outlying district. He had 
walked two miles from the end of the car line before spotting a farm 
house with clothing on the line. It was growing dark. Foot weary he 
approached a horse-faced gum-chewing woman who stood in the door- 
way and he decided he’d better start his sales talk before demonstrating. 
He finally approached the point where he offered to show her how 
dirty he could make her clothes and how clean the laundry would make 
them. The woman grunted a suspicious permission but warned that the 
clothes had better be back before the following (Saturday) night or 
things would happen. He solemnly assured her of the reliable delivery 
and went to work with a will on the family wash. He jumped on it, 
threw mud on it, ground it in with his heels, and as a triumphant climax 
dumped the joint contents of the ash barrel and garbage bucket over the 
lot. “Now, madam,” he said laughingly, “where is your telephone?” 

The woman’s face suddenly clouded up like a monsoon. Her gum cud 
froze in her jaw. “Git to thet wash tub feller,” she finally stormed, “we 
ain’t got no telephone.” 

750 
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Congress Still Waiting 


Excerpt from the Tennessee Valley Authority Act of 1933 (48 US. 
Stat. L. 58): 


“The board (TVA) shall make a thorough investigation as to the present value of Dam 
Numbered 2 (Wilson) ... for the purpose of ascertaining how much of the value or the 
cost of said properties shall be allocated and charged up to (1) flood control, (2) navi- 
gation, (3) fertilizer, (4) national defense, and (5) the development of power. The 
findings thus made by the board, when approved by the President of the United States, shall 
be final, and such findings shall thereafter be used in all allocation of value for the purpose 
of keeping the book value of said properties.” 


¥ 


Excerpt from Amendments to the TVA Act by Public Act No. 
412, 1935: 


“The board (TVA) shall, on or before January 1, 1937, file with Congress a statement 
of its allocation of the value of all such properties turned over to said board, and which 
have been completed prior to the end of the preceding fiscal year. . . 


¥ 


Excerpt from CONGRESSIONAL RECORD of January 0, 1937 (Senate 
section), page 65: 


“The Vice President laid before the Senate a letter from the chairman of the board of 
directors of the Tennessee Valley Authority submitting + to law, a preliminary report 
of an investigation as to the present value of Wilson dam . .. for the purpose of ascertaining 
the allocation that should be charged to flood control, etc.” 


¥ 


Excerpt from CONGRESSIONAL RECORD of January 8, 1937 (House 
section), page 148: 


Executive communications were taken from the speaker's table and referred as 
follows: “A letter from the chairman of board of Tennessee Valley Authority, trans- 
mitting a statement of allocations made, through § 14 of the Tennessee Valley Authority 
Act, making an investigation of Wilson dam .. . to the Committee on Military Affairs.” 


> 


Excerpt from PUBLIC UTILITIES FORTNIGHTLY of March 18, 1937 
(news section), page 386: 


“It was later explained at the Washington office of the TVA, however, that no form of 
report accompanied the communication to Congress, but that it was merely a request for 
an extension and that entries (above mentioned) in the Congressional Record were made 


through inadvertence.” 
751 JUNE 10, 1937 





PUBLIC UTILITIES FORTNIGHTLY 


Excerpt from testimony of TVA Chairman Morgan before House 
Subcommittee on Appropriations, April 17, 1937: 

Mr. WIGGLESwortH (of Massachusetts). I notice that under the terms of the act that 

before January 1, 1937, the board is supposed to submit to Congress a statement of its allo- 


cation of the value of all properties turned over to the board, that have been completed prior 
to the end of the preceding fiscal year. Has that been done yet? 


Dr. A. E. Morcan. It depends on a valuation of Wilson dam. That is the only one to 
which it applies because that was the only one finished before the fiscal year ended. 


Mr. WicGLESworTH. Before the end of the fiscal year 1936 there was only one completed. 
Dr. A. E. Morcan. Yes, sir; that is right. 


Mr. WiccLeswortH. Has there been an allocation of value with respect to that submitted 
to Congress? 


Dr. A. E. Morcan. A statement of our appraisal of the value has been furnished to the 
President, as the law requires. 


Mr. WicGLEsSworTH. It says here “filed with Congress.” 


Dr. A. E. Morcan. The law also requires that the valuation shall be approved by the 
President. It has been submitted to the President and we are awaiting its return from the 
President before it can be submitted to Congress. 


Mr, WIGGLESworTH. You do not know when it will be available, do you? 


Dr. A. E. Morcan. No, sir. I do not know as to that. After that valuation has been 
approved by the President, then the allocation of values between the various purposes will 
have to be made. 





= 


\** 


ld 


Tl 


J (mad 


| 





Will Rogers on the Supreme Court 


¢ ‘M* Hughes, now, he was put on this program to make the appeal 
to you for this best cause we have in our land, the Red Cross. 
I was simply put on the program for the benefit of those who didn’t 
understand Mr. Hughes’ English. It has been a pleasure to appear 
with you, Mr. Hughes, You are the one Republican I know that needs 
no consolation on the late catastrophe. You are on the Supreme Bench 
where the Democrats can’t get at you. If they pass a law to throw you 
out, you can say the law ain’t constitutional. You got the surest racket 
there is, Mr. Hughes. There are two things we have in our government 
that we honor and treasure—that is the ecm Court of the United 
States and Red Cross of America. We know they will function without 
fear or favor. The poorest in our land will always receive justice from 
our Supreme Court and the poorest will always receive the necessities 
from our American Red Cross. Thank you.” 

—(Quoted in Mr. P. J. O’Brien’s book on Will Rogers, 
page 98). Submitted by E. Roscoe McAfee, in a letter 

to the WASHINGTON Heese. 
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Financial News 


and 
Comment 


By OWEN ELY 


Reserve Electric Capacity 
Smallest on Record 


N a recent statistical review of the 

principal electric utility systems, 
G. F. Wittig, statistical editor of the 
Electrical World, draws the following 
conclusions : 


Rising energy production and sales, ris- 
ing peaks and a static condition as to gen- 
erator capacity have combined to bring 
about a more intense utilization of equip- 
ment in the electric light and power indus- 
try in the United States during 1936 than 
was recorded even in the predepression 
years of greatest activity . . The question 
is still being asked, “How much spare ca- 
pacity is there in excess of peak demand?” 
There can be no categorical answer. Given 
the total generator rating at the end of a 
year, allowance must be made for equip- 
ment temporarily out of commission, for 
low water in the case of hydro plants, and 
for emergency reserves. For these reasons 
the utilization factor (peak divided by ca- 
pacity) cannot in practice equal or even 
safely approximate 100 per cent. Subject 
to these qualifications, an analysis was 
made of the first twenty companies for 
which the peak loads on generating stations 
were available for the years 1932, 1935, and 
1936. With a combined rating of about 11,- 
500,000 kilowatt hours, almost identical in 
the three years, these companies cover a 
third of the industry. The average utiliza- 
tion factor was 78.1 per cent, against 69.4 
a year ago and 60.3 in 1932. The average 
margin of capacity for all contingencies was 
therefore under 22 per cent. Three gener- 
ating companies, two steam and one hydro, 
reported from 100 to 107 per cent, the larger 
figures being due to base load operation at 
a higher power factor than that correspond- 
ing to the rating . . . Of the other seven- 
teen, five had a factor exceeding 80 and 
eight others were above 70 per cent. Of the 
entire number ten, or exactly half, were 
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above 75 per cent. With production thus 
far in 1937 running from 12 to 15 per cent 
above 1936 in the country as a whole, peaks 
on many systems are bound to rise to new 
heights before the end of the year. New 
construction in increasing amounts is being 
undertaken to meet these increasing de- 
mands, 
Supplemental tables present detailed 
data on output, peak load, generator rat- 
ing, customers, and distribution of 


energy, for 183 companies or operating 
groups in the United States, Canada, and 
Mexico, for the years 1930-36 (or the 


latter year only). 
¥ 
Bond Market Still Convalescing 


HILE the bond market has recently 
shown an improved tone, such 
new offerings as have recently appeared 
have not been accorded a very enthusias- 
tic reception. The only important utility 
issue during the past month, the $42,- 
000,000 Southern Bell Telephone deben- 
ture 34s, was well distributed ;but under- 
writers, taking their cue from the re- 
sponse to later offerings of municipal 
and industrial issues, have hesitated to 
fix definite schedules for other utility 
offerings. During the past fortnight, 
therefore, the $1,022,000 San Jose 
Water Works first 33s of 1961 was the 
only utility bond offering of any size. 
Issues listed in the Dow Jones’ calen- 
dar of SEC registrations, the offering 
dates of which remain indefinite, are the 
following: $10,000,000 Associated Gas 
& Electric deb. 5s of 1952; $10,000,000 
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Washington Gas Light refunding 4s of 
1962; $750,000 Central Ohio Light & 
Power first mortgage bonds of 1962; 
$13,600,000 Hackensack Water Com- 
pany first mortgage bonds of 1967 ; $10,- 
000,000 Cincinnati Gas & Electric Com- 
pany first 34s of 1967 ; $750,000 Macon 
Gas Company first 44s of 1952 ; $1,000,- 
000 Greenwich Gas Company first 4s of 
1956; and $7,250,000 Southwestern 
Light & Power first “A” 4s of 1967. 
Stock offerings listed include 60,000 
shares of El Paso Natural Gas Company 
common stock ; 61,500 shares of Hacken- 
sack Water Company common stock; 
52,500 shares of Washington Gas Light 
Company convertible preferred and 
485,088 shares of common. 


¥ 


First “New Money” Issue 


| te some years the amount of new 
capital obtained by utility companies 
from security offerings has been far 
smaller than the amount of refunding 
issues. However, with electric output 
continuing to gain and reserve capacity 
the smallest on record, expansion of 
plant facilities, begun last year, can 
hardly be financed much longer from 
cash on hand (although increased de- 
preciation charges may tend to keep 
cash at a higher level than in former 
years). Moreover, the new tax on profits 
tends to bar the general use of net in- 
come for expansion purposes. 

The pending issue of $10,000,000 Cin- 
cinnati Gas & Electric Company first 
mortgage 34s of 1967, which may be of- 
fered early in June if market conditions 
prove favorable, appears to be the first 
important “new money” issue. The com- 
pany some time ago refunded its out- 
standing 4 per cent bonds with an issue 
of $35,000,000 long term 34s. 

Another capital issue for plant expan- 
sion purposes, still in the discussion 
stage, is the $5,000,000 Public Service 
Company of Indiana bond issue, the pro- 
ceeds of which will be used for its 
Dresser Station. Doubtless many other 
companies would plan similar financing 
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in coming months if Washington skies 
were brighter, and if further progress 
were made in clearing the tangled maze 
of litigation affecting the industry. 


Sa 


The Mix-up over Power from 
Niagara 


re. tangle, involving the entire 

question of power from Niagara 
Falls and the St. Lawrence River, is 
threatened as the result of a request by 
Niagara Falls Power Co. (subsidiary of 
Niagara Hudson) for an increase of 
about one per cent in the amount of 
water it diverts from the falls. The right 
to use such power was granted to a sub- 
sidiary company in 1892 and has been 
well established in the courts, but the 
state wants to reopen the question. The 
company now takes about 20,000 cubic- 
foot-seconds of Niagara river water, but 
the state contends that it is paying for 
only 4,900 feet, under an agreement 
claimed to have been made some years 
ago. Hence, the Water Power and Con- 
trol Commission has requested the com- 
pany to “desist” from diverting the re- 
maining 15,100 cubic-foot-seconds. The 
company has asked the commission to 
bring suit, in order again to confirm its 
rights in the courts. 

Meanwhile, the company had also filed 
its request with the Federal Power Com- 
mission for the one per cent additional 
water. Hearings were scheduled for May 
11th but have been postponed until June 
7th, due to the intervention of Frank P. 
Walsh, chairman and counsel of the 
Power Authority of the State of New 
York. In his request to become a party 
to the hearings, Chairman Walsh stated 
that the Power Authority was “acting in 
its statutory capacity as custodian and 
guardian of the state’s ownership and 
control of the bed, waters, power, and 
power sites in the watershed of the St. 
Lawrence river.” The Niagara Falls 
Power Company objects to his interven- 
tion, claiming that the other state agency, 
the Water Power and Control Commis- 
sion, fully represents the state in matters 
affecting the power resources of the Ni- 


754 





FINANCIAL NEWS AND COMMENT 


agara river. It holds that the Power Au- 
thority’s jurisdiction is confined to the 
St. Lawrence river, below the falls. 
Whether this has any immediate bear- 
ing on the St. Lawrence power project, 
for which the administration has thus far 
been unable to obtain the codperation of 
Congress, is not quite clear, but it cer- 
tainly adds to the problems involved. 


> 


Canadian Utility Systems 


[' is perhaps not generally realized that 

several large Canadian holding com- 
panies compare quite favorably in size 
with American electric systems. A brief 
description of three leading Canadian 
companies may afford an interesting 
comparison. 

Brazilian Traction, Light & Power 
Co., Ltd., is the Canadian equivalent of 
our American & Foreign Power Com- 
pany. It is organized along British lines 
and with British ramifications; its ordi- 
nary stock is listed or quoted in Toronto, 
Montreal, New York (Curb), London, 
and six other European exchanges. 
Total assets amount to roughly $358,- 
000,000 (excluding franchises, goodwill, 
etc.)—nearly half the figure for Amer- 
ican & Foreign Power. The company, 
through control of local subsidiaries, 
supplies electric light and power, trac- 
tion, gas, water service, and telephone 
service to important sections of Brazil. 
The territory served is in the center of 
the coffee district and includes the two 
largest metropolitan areas. 

The company has improved its fran- 
chise situation in recent years, but rates 
have been sharply reduced subject to 
further review and arbitration. It has 
also suffered from exchange difficulties, 
now somewhat ameliorated. System 
capitalization is conservative, total 
funded debt amounting to about $33,- 
000,000, together with a small amount 
of preference stock (3,934 shares) and 
about 7,000,000 shares ordinary stock. 

During 1928-30 earnings on the ordi- 
nary stock averaged better than $2.50 
per share, but dropped to $0.49 in 1933, 
from which they recovered in 1935 to 
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$0.74 (1936 is estimated at $0.90 or 
over). The company has paid dividends 
on its preference stock since organiza- 
tion about 1912 ; regular payments on the 
ordinary stock were made except for the 
periods 1918-21 and 1933-35. In 1936, 
$0.30 was paid and in 1937 (to date) 
$0.90 has been paid or declared. The 
stock is currently selling around 22, the 
approximate range for 1937 being 30- 
18; for last year 19-10; and for the pe- 
riod 1929-35 about 82-6. 


M ONTREAL Light, Heat & Power 
Consolidated is a $167,000,000 
system which (directly or through sub- 
sidiaries) supplies electricity, gas, and 
transportation to the city of Montreal. 
The company owns over 99 per cent of 
the stock of Montreal Light & Power 
Company and of Cedar Rapids Manu- 
facturing & Power Company, the latter 
company owning a large hydro station on 
the St. Lawrence river. It also controls 
Beauharnois Power Corporation, Ltd., 
and Montreal Island Power Company 
which have important power properties. 
It shares the control of Montreal Tram- 
ways Company with Shawinigan Water 
& Power Co; and with Koppers Co. of 
Pittsburgh the control of its gas subsidi- 
ary. Its investments include a substan- 
tial stock interest in Shawinigan. 

System capitalization consists of about 
$74,000,000 funded debt and 4,489,005 
shares of common stock. Adjusted for 
stock split-ups, the earnings record for 
the stock has been as follows: 


The company has suffered the same 
handicap as its neighbors across the bor- 
der with respect to taxation; while rev- 
enues in 1936 were only about 5 per cent 
larger than in 1930, taxes which it had 
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to pay had grown some 62 per cent. 

The stock is currently quoted around 
29 on the New York Curb (1937 range 
about 37-29), yielding over 5 per cent. 
Dividends have been regularly paid since 
organization in 1916, the rate since 1931 
being $1.50. 


HE Shawinigan Water & Power 

system is the largest privately 
owned electric company in Canada and 
one of the largest hydro companies in 
the world. Mr. J. E. Aldred of New 
York is chairman of the board. It sup- 
plies electricity, gas, and/or transporta- 
tion to 478 cities and municipalities in 
the Province of Quebec. Total assets 
amount to roughly $160,000,000, and 
capitalization consists of $87,221,000 
funded debt and 2,178,250 shares of 
capital stock. The earnings and dividend 
record in recent years have been as fol- 
lows: 


Earned per Share Dividends Paid 
$ .65 
52% 
50 


The current dividend rate is 80 cents. 
The stock is currently selling on the 
Montreal Stock Exchange and the New 
York Curb Exchange at about 27. The 
1929-35 range was about 112-6, and in 
1936, 29-19. 


¥ 
SEC Seeks to Safeguard 


Reorganizations 


N line with its recent efforts to place 

the functions of corporate trustees on 
a higher plane, the SEC has requested 
from Congress special authority over 
proxies, security deposits, and the activ- 
ities of protective committees. Where 
committees are under jurisdiction of 
courts the commission would like power 
to intervene in an advisory capacity. 
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Two bills now before Congress would 
increase the powers of the commission. 
Senator Barkley’s would cover the cor- 
porate trustee, and the Chandler bill 
would amend section 77B of the Federal 
Bankruptcy Act. It is understood that 
another bill will be introduced to cover 
proxies and committees, including the 
amount of fees receivable by committee 
members and counsel. There is no doubt 
that under SEC rule fees would be con- 
siderably reduced, since its report to 
Congress states that “the size of the law- 
yers’ bill must frequently be astounding 
to security holders and others . . . The 
bar has been charging all that the traffic 
would bear.” The commission evidently 
thinks that this has resulted from the 
concentration of reorganization law 
work in the hands of a comparatively 
small number of firms. A questionnaire 
indicated that 104 protective committees 
had made payments to members of $1,- 
712,453, in connection with the deposit 
of $247,097,578 face value of securities. 
(Market value would presumably have 
been considerably lower.) The report in- 
dicated that lawyers’ fees ran to an even 
larger amount. 

Commissioner Douglas, commenting 
on the progress already made toward 
new legislation, said the Chandler bill 
would provide for constructive rehabili- 
tation of distressed companies and more 
honest reorganizations. Mr. Douglas was 
quoted as follows: 


We recommend that a disinterested trus- 
tee be appointed: that is the general idea 
in the Chandler bill, not only that the trus- 
tee, but that the lawyer for the trustee, be 
disinterested. Our observation is that the 
lawyer really is the dynamo, that he really 
runs the show. The key to the situation is 
the disinterested trustee and the disinter- 
ested lawyer who would formulate the plan 
and supervise the negotiations. It would not 
then be made up by the high-power bankers 
and lawyers behind closed doors and thrust 
down the throats of the security holders. 
There would instead be an open forum. 


Such language is typical of previous 
SEC statements. 


ONGRESSIONAL leaders indicated that 
the SEC report would receive 
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prompt attention from the House Judici- 
ary Committee, which is already con- 
sidering a bill drawn by Representative 
Sabath covering reorganization abuses. 
Under the Sabath bill, however, the 
Comptroller of the Currency would ap- 
point conservators to supervise reorgani- 
zations, and members of the committee 
indicated uncertainty as to whether reg- 
ulation should be vested in the SEC or 
the comptroller. 

There seems little doubt that reorgani- 
zation procedure is in need of revision. 
But the major difficulty would seem to be 
not so much the large fees but the long 
period of time required to rehabilitate 
distressed companies. A new law was 
enacted some years ago to speed up reor- 
ganization, but in many cases it seems to 
have had the reverse effect. Rail receiv- 
erships are particularly long-drawn-out 
affairs, possibly due to the large number 
of committeemen and counsellors repre- 
senting various securities, together with 
the public agencies such as special mas- 
ters, judges, the ICC, the RFC, state 
commissions, etc. In general, utility or- 
ganizations have moved a little faster, 
but it may be noted that various units 
of the Insull system are still in process 
of capital revamping. 

Due to the long delays prevailing un- 
der the present system, many small se- 
curity holders are doubtless forced to 
take heavy losses—or do so voluntarily, 
due to impatience—and the marked re- 
covery in values incident to final reor- 
ganization is largely reaped, in the writ- 
er’s opinion, by professional traders and 
“bargain hunters” rather than by the 
original investors, except where the lat- 
ter are institutions content to “sit” with 
their investment for a number of years. 


> 


Labor Problem to the Fore 


Ek HE utility industry has now become 
directly involved in the nation-wide 
contest between the C.I.O. and the A.F. 
of L. for the control of organized labor. 
In New York city the struggle within the 
ranks of the Interborough Rapid Transit 
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and the Third Avenue Railway em- 
ployees threatens to develop into a na- 
tion-wide warfare between Lewis and 
Green for control of traction labor. 

Consolidated Edison has been charged 
by the National Labor Relations Board 
with violation of the Wagner Act, on a 
complaint made by a C.I.O. union. Hear- 
ings were to be held June Ist. The union 
charges the company with employing 
“undercover operatives,” with discharg- 
ing employees for union activity, and 
with coercing and intimidating workers 
to join the A.F. of L. union, recognized 
by the company for collective bargain- 
ing purposes. The A.F. of L. contends 
that it has signed over 28,000 of the 
40,000 employees. 

The company, through its attorneys, 
contends that the NLRB has no jurisdic- 
tion since interstate commerce is not in- 
volved; the New York legislature has 
just passed an act providing for a state 
labor relations board, with similar func- 
tions to that of NLRB. Consolidated 
Edison has effected an agreement with 
the A.F. of L. affiliate to bar strikes or 
lockouts and guarantee continuous op- 
eration of the city’s electric and gas sys- 
tem, with an arbitration system for any 
disputes. The union denied that it re- 
ceived financial or other aid from the 
company, as charged by the NLRB re- 
gional director. 

A more serious situation has devel- 
oped in Michigan plants of the Consum- 
ers Power Company of the Common- 
wealth and Southern system. Factories 
were closed for several hours, involving 
200 communities, until Governor Mur- 
phy appealed to a C.1.O. executive. The 
governor immediately called a confer- 
ence to discuss wages and other ques- 
tions. The union has requested a 20- 
cent-an-hour increase and a $160 mini- 
mum monthly wage. The company con- 
tended that this would cost $3,500,000 
a year and that state regulation would 
prevent raising rates correspondingly. 
The company suggested an election as 
provided under the Wagner Act (for 
which the union must take the initia- 
tive), but the union refused unless the 
company would guarantee a closed shop. 
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New York Traction Unification 
Plan Rejected 


AY generally anticipated, the transit 
commission on May 10th rejected 
the Seabury-Berle unification plan for 
New York city’s subway and elevated 
lines. John J. Curtin, special counsel for 
the commission, included in his report 
an alternative plan, suggesting that the 
city pay about $93,000,000 less than the 
$436,000,000 price proposed by Messrs. 
Seabury and Berle. 

It is evident that the commission, said 
to be dominated by Tammany, is not in 
sympathy with the La Guardia adminis- 
tration. The mayor made a bitter attack 
by radio on the report, charging that the 
commission had been “saddled” on the 
city in 1921 and that it has cost taxpayers 
over $18,000,000 without accomplishing 
anything toward unification. 

The commission’s principal criticisms 
of the plan were that it would result in 
an increased fare or higher taxes, or 
both ; that it would impair the city’s debt 
limit ; that it would force the city to pay 
nearly $100,000,000 more than necessary 
and deprive it of “recapture” advantages 
available when the present “dual con- 
tracts” expire in thirty years; that over- 
head would be much higher than esti- 
mated ; that it would “freeze” control in 
the hands of private interests ; and that 
it would require the city to spend money 
needlessly for elevated structures which 
must soon be destroyed. 

With labor and other costs mounting, 
and unification plans hopelessly involved 
in politics, the future outlook for New 
York tractions remains discouraging. 


* 


Corporate News 


i Power & Paper Co., Ltd., has 
reached a tentative agreement 
with the Hydro-Electric Power Commis- 
sion and the Ontario government, giv- 
ing up the Crystal Falls water power 
development to the commission to com- 
pensate for its defaults on power rights, 
timber concessions, etc. The reorganiza- 
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tion plan prepared by Wood Gundy & 
Co., Ltd., has, however, been declared 
premature by Chairman J. P. Ripley of 
the Bondholders Committee, who is also 
preparing a plan. 

The reorganization plan of Interna- 
tional Paper & Power Co. will be sub- 
mitted to stockholders June 23rd. The 
“factual report” issued by SEC listed 
the favorable and unfavorable factors 
while Commissioner Healy declared in 
a minority report that the “plan is not 
fair to the preferred stockholders.” 

Further inroads on the traffic of the 
Interborough and the Brooklyn-Manhat- 
tan Systems by the city’s Independent 
System were indicated in a recent report 
of the transit commission. The number 
of passengers carried by the B.-M.T. 
showed a gain of only .3 per cent in 
1936; and the Interborough gained 1.1 
per cent, compared with an increase of 
over 22 per cent for the Independent 
line, due to the latter’s new mileage. Of 
the total passengers carried, the B.-M.T. 
handled nearly one-third, the Interbor- 
ough subway division about one-sixth, 
and the Independent line about one- 
seventh. 


| agp inn rates for night-message tele- 
grams, filed recently with the SEC 
by Western Union, Postal Telegraph, 
Mackay Radio, and R.C.A. Communica- 
tions will, it is said, result in public sav- 
ings of some $3,000,000. The new 
method of basing rates has been de- 
scribed as one of the most important 
changes in the history of the industry; 
new business should offset some of the 
anticipated loss of revenue. Carl I. 
Wheat, telephone counsel for the FCC, 
estimates that American Telephone has 
recovered about one-third of its $12,- 
000,000 estimated annual loss on “long 
lines” business due to recent rate reduc- 
tions. Mr. Wheat predicted further cuts 
in rates and costs, holding that “we are 
only on the threshold of the possibilities.” 

Directors of Brooklyn & Queens 
Transit (trolley subsidiary of Brooklyn- 
Manhattan Transit) recently omitted the 
preferred dividend due to higher wages, 
taxes, etc. 
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Does Improved Accounting Control Presage 
a Renaissance of Regulation? 


o one should be in a better position 
than Dr. E. W. Morehouse, rate 
research chief of the Wisconsin commis- 
sion, to know that modern utility regula- 
tion can be no stronger, no more effec- 
tive, than its method of assembling source 
data concerning the operations to be regu- 
lated. We can put as many teeth in our 
regulatory statutes as there are in a 
crocodile’s mouth, and we can man our 
commissions with members having the 
intelligence and integrity of archangels, 
yet if the commission’s own files provide 
no adequate groundwork, neither paper 
authority nor inherent wisdom can cure 
the defect. 

Consequently, Dr. Morehouse’s article 
in The Yale Law Journal on the recent 
improvements in the technique for regu- 
lating utility accounting might well be 
read with profit as well as interest by 
those sincerely concerned with making 
commission regulation of public utilities 
succeed. The article consists chiefly of an 
analysis of the various Uniform Classifi- 
cations of Accounts prescribed since the 
beginning of 1936 by the various Federal 
regulatory commissions, and the previous 
efforts by the state commissions in the 
same direction which resulted in the 
Uniform Classification finally approved 
by the National Association of Railroad 
and Utilities Commissioners at their At- 
lantic City convention last November. Dr. 
Morehouse is apparently convinced that 
“Chapter one of effective regulation be- 
gins with accurate, revealing, and uni- 
form accounts and accounting state- 
ments.” Furthermore, he is somewhat 
optimistic about the effect of the transi- 
tion from the old accounting practices to 
the modern requirements upon the future 
of regulation. He states in part: 
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The current movement for utility account- 
ing reform arose from a growing conviction 
that prior systems of accounts were unable 
to furnish essential information quickly. 
Most of the prior systems antedated 1924. 
Almost as soon as they were initiated, the 
utility industries entered upon an era of 
consolidation, securities speculation, trans- 
actions between affiliated interests, invest- 
ment banker domination, and system build- 
ing through growth of transmission lines 
and interconnections. The older systems of 
accounts were not designed with such trans- 
actions or developments in view. The abuses 
of the period, comprehensively disclosed by 
the Federal Trade Commission investiga- 
tion, were such as could not be detected 
readily from the accounts or statistical re- 
ports. The system of administrative regula- 
tion became greatly hampered. When the 
depression came, the public was inclined to 
condemn the entire institution as a failure 
because it seemed slow and cumbersome. 

Depressions are traditionally a time for 
overhauling governmental and economic in- 
stitutions. So it was with public utility regu- 
lation. What many believe, or hope, is that 
a renaissance of utility regulation has set 
in, stimulated and aided by the expansion of 
Federal control over utilities; one of the 
first undertakings in this period of renewed 
energy was the reform of obsolete systems 
of accounts. 


| 8 rngesne' and New York, accord- 
ing to this writer, were the pio- 
neers in the new order (just as they were 
in establishing full commission regula- 
tion itself back in 1907)—the Wisconsin 
commission overhauling its rules as far 
back as 1931, with the New York com- 
mission going somewhat further in 1933. 
The National Association through its 
proper committee tackled the job serious- 
ly about that time and had a complete 
draft ready for 1935, action on which 
was postponed for obvious reasons un- 
til 1936 because of important statutory 
changes in Federal regulatory bodies 
pending at that time. The Federal Com- 
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munications Commission, the Federal 
Power Commission, and the Federal Se- 
curities and Exchange Commission had, 
during this general period, adopted uni- 
form classifications which followed sub- 
stantially the lines laid out by the Nation- 
al Association’s draft, and the subsequent 
action of the Supreme Court in sustain- 
ing the FCC rules in the test case brought 
by the American Telephone and Tele- 
graph Company is believed to have placed 
the whole movement upon a sound legal 
basis. 

Without distinguishing in detail be- 
tween these various Uniform Classifica- 
tions adopted by the various agencies, it 
may be said that the most notable de- 
parture from the old model prescribed 
for telephone companies by the Inter- 
state Commerce Commission in 1913 con- 
sists in the following features: (1) the 
statement of plant accounts on the basis 
of original cost; (2) separate classifica- 
tion of transmission and distribution 
plant and expenses; (3) segregation of 
capital stock discount and selling ex- 
pense; (4) segregation of transactions 
between affiliated interests; (5) depre- 
ciation accounting, and (6) uniformity 
of state and Federal classifications. 

The first of these major changes 
aroused perhaps the greatest opposition. 
Using the National Association’s system 
as a model of the new practice, Dr. More- 
house points out that under the old prac- 
tice there was only one account (No. 
101) for Fixed Capital. Under the new 
practice, the corresponding item “Utility 
Plant” is subdivided into six subtitles 
(100-1 to 100-6) and one supplementary 
title (107—“Utility Plant Adjustments” ). 


HE purpose of this more refined 

breakdown is inter alia to show 
original cost of the property when first 
devoted to public service, instead of 
allowing only the entry of original cost 
to the accounting utility. Where a prop- 
erty has been originally purchased by the 
accounting utility from a preceding oper- 
ator for a sum larger than the original 
cost when first devoted to public service, 
a separate account (100-5—“Utility 
Plant Acquisition Adjustments”) is pro- 
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vided for the entry of the difference, for 
whatever consideration the regulatory 
body may care to give the same in actual 
regulatory practice. The general intent 
(as brought out by the Supreme Court 
in the FCC test case) is not to suppress 
recognition of the difference between the 
“wet paint” price and the price paid by 
the accounting utility, but on the con- 
trary to develop a record of both trans- 
actions for whatever the information 
may be worth. 

The supplemental account (107), 
“Utility Plant Adjustments,” is described 
by Dr. Morehouse as a device to segre- 
gate “write-ups” of book cost at the effec- 
tive date of the system of accounts, above 
cost to the accounting utility. Thus the 
new practice provides a continuous pic- 
ture of cost of utility plant: (1) at the 
time it was devoted to public service ; (2) 
the price actually paid when acquired by 
the accounting utility ; (3) the estimated 
cost (if any difference is claimed) at the 
time of the effective date of the account- 
ing system. 

Three other major departures in the 
new practice—the separate classification 
of transmission and distribution plant and 
expenses, the segregation of capital stock 
discount and selling expense, and the 
segregation of transactions between affil- 
iated interests—are variously described 
and defended by Dr. Morehouse as being 
necessary for the breaking down of ac- 
counting terms to a degree of detail made 
necessary by relatively recent technolog- 
ical, financial, and intercorporate devel- 
opments in the utility industries. 


I’ the matter of depreciation account- 
ing, there is some difference between 
some of the newer systems themselves. 
Dr. Morehouse observes in this connec- 
tion: 


The new accounting systems embody 
significantly different principles. In the new 
accounts, depreciation is treated as a cost 
which is to be reflected in the income state- 
ment for each accounting period. Instead of 
depending in a large measure upon the 
whims | the financial managers, it is de- 
fined as “the loss in service value not re- 
stored by current maintenance incurred in 
connection with the consumption or pro- 

spective retirement of utility plant in the 
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The Detroit News 


THE POPULAR IMPRESSION OF A 5 TO 4 DECISION 


course of service from causes which are 
known to be in current operation and against 
which the utility is not protected by insur- 
ance. Among the causes to be given con- 
sideration are wear and tear, decay, action 
of the elements, inadequacy, obsolescence, 
changes in the art, changes in demand and 
requirements of public authorities.” Thus 
defined, depreciation is an element of cost 
regardless of the financial fortunes of the 
business. Items of plant and equipment in- 
evitably march toward the scrap-heap 
whether or not earnings are available for 
interest or dividends. Failure to record de- 
preciation understates the cost of render- 
ing service during an accounting period and 
tends to mislead investors and others. In 
this respect the new systems of accounts 
follow in the main the views of the Inter- 
state Commerce Commission and are a 
radical departure from most of the previous 
classifications for electric utilities. 


different bases of accrual. In this, they re- 
flect the sharp conflicts of opinion existing 
on this subject. The Federal system of ac- 
counts for telephone companies and the New 
York system for electric corporations are 
explicit in prescribing straight-line depre- 
ciation accounting. The National Associa- 
tion’s classification for electric utilities re- 
quires no particular method of accrual, in 
deference to the varied opinions of state 
commissions. The Federal Power Commis- 
sion system of accounts does not expressly 
require straight-line depreciation account- 
ing, but the utility is required to classify 
both annual depreciation expense and the de- 
preciation reserve by six functional groups 
of property—steam production, hydro pro- 
duction, internal combustion engine pro- 
duction, transmission, distribution, and 
general. 


Concerning the last major feature of 


The new classifications do differ among 
themselves in one respect—the method of 
accruing depreciation. Some are explicit; 
others are general so as to permit use of 


the new accounting practice—uniformity 
of state and Federal classifications—Dr. 
Morehouse remarks that the possibility of 
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jurisdictional disputes between Federal 
and state agencies was enhanced by the 
enactment of the Federal laws creating 
the FCC, FPC, SEC (holding company 
regulation), and the Motor Carrier 
Bureau of the ICC. He feels that sub- 
stantial uniformity in accounting regu- 
lations between state and Federal bodies, 
made possible by the new classifications, 
will diminish the likelihood of friction at 
least on this particular regulatory front, 
but he adds that continued codperation 
will be necessary to this end: 

The possibility of conflicts between the 
two jurisdictions does not end when a new 
system of accounts is ordered. Any system 
of accounts requires interpretation from 
time to time. Inconsistent interpretations by 
state and Federal accounting authorities will 
in the course of time destroy uniformity in 
applying the system of accounts, Such a re- 
sult can be avoided if both state and Federal 
agencies arrange for consultation or ex- 
change of views on such interpretations. This 
kind of coéperation between agencies whose 
authority is in part exclusive, in part con- 
current, is no novelty in a political system 
operated according to rules of dual sover- 
eignty, and is becoming an increasingly im- 
portant issue in administrative law and 
practice. 


D’ Morehouse does not let his frank 
approval and zeal for the new prac- 
tice interfere with his appreciation of the 
arguments of the opposition. He sums up 
these arguments with apparent complete- 
ness and fairness, disposing of them 
seriatem with temperate defense. For ex- 
ample: 
Allegations that the new methods of plant 
accounting are more costly than the old ones, 


are difficult either to prove or disprove be- 
cause experience has been so limited. In 


Wisconsin where several determinations of 
original cost have been made, the expense 
involved has not exceeded that of making 
an inventory and appraisal. This cost should 
be nonrecurring, if reasonably accurate ac- 
counting methods are pursued in the future. 
Advocates of the system point out that the 
initial expense of determining original cost 
of the acquired property should not be con- 
fused with the expense of keeping it up to 
date. Assertions have been made that the 
new basis of accounting, once established, 
has made possible certain savings in the“ex- 
pense of plant accounting. At present this 
virtue can be claimed only as a possibility, 
or at best a probability, depending upon 
the detailed routines established for con- 
tinuing the record. But even if this method 
of plant accounting were more costly to keep 
current than less elaborate accounting sys- 
tems, any greater expense should be bal- 
anced against the greater usefulness of the 
information so obtained and the alternative 
cost of periodic appraisals of original cost as 
occasion arises, Finally, it should be men- 
tioned that part of the allegedly greater cost 
of using an original cost accounting system 
arises from the necessity of unscrambling 
the “undistributed cost of property” which 
so many utilities report and which, as a 
major vice of their present plant accounts, 
the proposed systems are intended to correct. 


The article concludes with a discussion 
and analysis of court cases on the sub- 
ject, ending with the FCC test case al- 
ready mentioned. The author’s opinion 
of the legal doctrine developed might be 
summed up in the single sentence, “A 
utility has no constitutional right to a 
particular method of accounting and no 
taking of property results from a uni- 
form system of accounts as such.” 


—F. X. W. 


INNOVATIONS IN PusLic Utitiry ACCOUNTING 
Recuiation. By E. W. Morehouse. The 
Yale Law Journal. April, 1937. 





A Free Tax Ride for 


| ae years disputants on the question of 
public ownership of utilities have 
argued vigorously over the tax exemp- 
tion of municipal plants. The conserva- 
tive Industrial News Review, for ex- 
ample, comments bitterly on the fact that 
publicly owned utilities in Europe, gen- 
erally speaking, are granted no such 


City Utility Officials 


favors of indirect subsidy, but must con- 
tend and compete in many instances with 
rival privately owned utilities (as in 
Sweden) on exactly the same terms, sub- 
ject to the same regulation and taxation. 
The News Review concluded: 


This is true, to a large extent, throughout 
the world. Only in America, among major 
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countries, are privately owned utilities 
stringently regulated and heavily taxed, 
and expected to meet subsidized, tax- free 
competition. Only in America do public 
ownership advocates argue that their so- 
cialistic pets should be economically 
pampered and allowed to escape the obliga- 
tions that devolve upon all other business 
enterprises. 


That being the way the conservatives 
feel about it, it is not likely that the recent 
decision of the U. S. Supreme Court 
exempting Mr. Brush, a New York city 
waterworks engineer, from income taxes 
will spread much oil on the troubled 
waters. Nevertheless, there is some indi- 
cation that the Brush decision was wel- 
comed by public works officials, especial- 
ly municipal plant engineers. The Engi- 
neering News-Record stated editorially : 


Water supply is a governmental func- 
tion, not an incidental business venture, the 
S. Supreme Court has decided in the 
Brush Income Tax Case. Reversing a 
long-asserted view, Justice Sutherland, who 
wrote the opinion in a 7-to-2 decision, says 
simply and directly: “The acquisition and 
distribution of a supply of water for the 
needs of a modern city involve the exer- 
cise of essential governmental functions,”— 
even though private persons might be will- 
ing to undertake the same service. The de- 
cision recognizes that government today 
consists of more than passing laws, em- 
ploying policemen and collecting taxes— 
that it includes many necessary services, 
from clearing streets to distributing water 
—perhaps also of operating a rapid-transit 
system. No doubt public officials and em- 
ployees ought to pay taxes on the same 
basis as everyone else, but that was not the 
question at issue in this suit, nor was the 
plaintiff motivated by a desire to evade just 
taxation. William W. Brush has done a 
service to citizens as well as to water 
engineers in fighting his protest up to the 
highest court in order to establish a prin- 
ciple of broad importance. 


6 te Record, frankly enough, con- 
ceded that there might be some 
doubt as to the equity of such indirect 
governmental subsidy of municipal plant 
wages, but thanked Mr. Brush on behalf 
of the profession for going after “what 
was only his’n” by law if not in equity. 
Whether the Brush decision augurs a 
similar view by the Supreme Court as to 
the alleged “governmental function” of 


municipal power and gas plant officials is 
doubtful. A confidential Washington 
weekly letter service, devoted to utility 
affairs, discussed this point as follows: 


It has long been an accepted constitu- 
tional principle that neither the Federal 
nor state government (or _ subdivision 
thereof) may tax the other’s employees for 
income. The highest court majority of five 
(opinion by Justice Sutherland) held that 
waterworks operation is a governmental 
function and that its employees are there- 
fore exempt from taxation. Two concur- 
ring Justices (Stone and Cardozo) agreed 
in the result on the ground that the Secre- 
tary of Treasury had exempted the peti- 
tioner by special regulation. Two dissent- 
ing Justices (Roberts and Brandeis) were 
of the opinion that the waterworks business 
is a proprietary activity and therefore sub- 
ject to Federal income tax. 

The majority opinion was specifically 
restricted to waterworks, but the tenor of 
the discussion obviously raises the ques- 
tion of whether municipal power plants and 
other municipal utility plant employees are 
exempt from Federal taxation for the same 
reason. The majority opinion clearly indi- 
cated that a line must be drawn somewhere 
between the “traditional” business of local 
government and other business in which a 
municipality may indulge. Water supply, it 
was held, is too intimately related to public 
sa:ty and health to warrant a decision that 
waterworks employees are engaged in a 
“proprietary” function. 

Whether Justice Sutherland’s opinion, 
distinguishing between municipal opera- 
tions which constitute a “service to the 
community” and those which constitute the 
“furnishing of a commodity,” presages fu- 
ture — principles (distinguishing be- 
tween “profitable” and “nonprofitable” mu- 
nicipal operations) is debatable. In any 
event, not only the legal possibilities but 
the alignment of the court personnel is of 
more than passing interest. 


There have been a number of cases to 
the effect that municipal power operations 
for profit are proprietary as distinguished 
from governmental operation, but in this 
world of change the Brush decision does 
seem to raise a new doubt about the 


matter. 
—M. M. 
Onty 1x America. Industrial News Review. 


April 5, 1937. 


Water Supprty A Pusiic Function. Edi- 
—— Engineering News-Record. March 
18, 1937. 
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A Dossier of Federal Commission Membership 


a is much discussion these days 
concerning Federal regulatory com- 
missions, especially since the transmittal 
to Congress of the report on the reorgan- 
ization of Federal administrative agen- 
cies, as submitted to President Roose- 
velt by the special committee headed by 
Louis K. Brownlow. The recommenda- 
tion of a committee of the American Bar 
Association for a Federal administrative 
court has likewise kept the work of the 
Federal independent boards in the spot- 
light. 

It is doubtful, however, if any com- 
mentator has taken exactly the same ap- 
proach to this subject as Dr. E. Pendle- 
ton Herring in the latest volume of the 
Harvard Political Series. Dr. Herring set 
out to study and compare the individual 
background of over 140 members who 
have served on eight Federal regulatory 
boards, such as the Interstate Commerce 
Commission, which was created a half 
century ago. 

The reader will at once appreciate the 
interesting personal flavor of the results, 
although some may question the exact 
relevancy of using these results as the 
basis of very general conclusions. 

The tabulations tell the story better 
than text. Among all commissioners, Dr. 
Herring found 70 college graduates, 
which included 38 lawyers and 14 gentle- 
men who wear Phi Beta Kappa keys on 
their vests. The breakdown on age is of 
greatest interest in view of the current 
discussion over superannuated member- 
ship in a related field of public service. Of 
the 143 commissioners, 21 were over 
sixty years old when appointed, only 4 
below thirty-five; 68 ranged between 
forty-five and fifty-four. The average 
tenure seems surprisingly brief in view 
of the statutory term usually provided for 
the service and the presumed frequency 
of reappointment. Only 22 commissioners 
served for ten years or more and only 14 
died in office. 

The two major political parties seem to 
have about an even break over the whole 
half century and, geographically speak- 
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ing, the East and Middle West have had 
some advantage over other sections. Re- 
ligious affiliations ran as follows: 23 
Presbyterians, 17 Episcopalians, 9 Bap- 
tists, 6 Roman Catholics, and 6 Metho- 
dists, 


EARLY half of the whole group was 
drawn from other fields of public 
service: 19 from Congress, 18 from the 
state public service commissions, 15 from 
various legal staffs in the Federal gov- 
ernment, and only 12 from the field of 
business (utilities and so forth) which 
they were to regulate. The balance was 
presumably drawn from unregulated 
business or other professions or busi- 
nesses outside of state or Federal public 
service. Finally, it might be of interest to 
know that 30 of the total 143 have pub- 
lished one or more books. 

Unfortunately, Dr. Herring does not 
follow the careers of Federal commis- 
sioners after they leave public service. 
Such a study might be of interest in 
scotching a charge—which is probably 
false—to the effect that private corpora- 
tions, particularly utilities, lure into their 
employ with higher salaries the public 
officials who have been placed to watch 
over them. 

Such a statement implies undue 
sympathy on the part of regulatory 
officials for the contentions of corpora- 
tions which they may regard as a haven 
of ultimate economic security. Certainly, 
this reviewer can recall less than a half 
dozen instances of Federal or state com- 
missioners who left public service for 
employment by businesses they formerly 
regulated, and even in those cases the 
former commissioners served with un- 
questionable distinction and integrity 
while in public life. 

Speaking of commissioners’ salaries, 
Dr. Herring makes an impressive argu- 
ment for more compensation on our Fed- 
eral commissions and certainly the argu- 
ment is equally if not more applicable to 
the condition of the state commission. 
It recalls, for example, the loss to the Se- 
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ONE HAS LAID THE FOUNDATION, OTHERS BUILDETH THEREON 


curities and Exchange Commission of the 
excellent services of its former chairman, 
Joseph P. Kennedy, a loss clearly charge- 
able to a salary inadequate to attract a 
man of such talents as Mr. Kennedy’s. 
Aside from stating the various difficult 
angles of the problem of improving the 
caliber of our commissions, Dr. Herring 
does not offer any very definite solution. 
He casts a wistful glance at the fact that 
the British public service attracts the 


flower of their best stock, while our own 
is too often a political dumping ground; 
but he admits that certain general and in- 
surmountable differences between the two 
nations preclude our following the exact 
British pattern. You cannot import the 
English traditional respect for civil serv- 
ice and expect it to flourish amid the 
political party system of America any 
more than you could import the newly 
crowned King George himself. 
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However, while the solution to the 
problem of improving American public 
service may not lie in making our public 
servants into an order of Levites, maybe 
there are other ways that we can improve 
the service compatible with our own 
political tradition and practice. In any 
event, understanding what the problem is 


constitutes the first necessary step and to 
this Dr. Herring’s volume makes an in- 
teresting contribution. 

—F. X. W. 


FEDERAL COMMISSIONERS, A StuDy OF THEIR 
CAREERS AND QUALIFICATIONS. By E. Pendle- 
ton Herring. 1936. Cambridge: Harvard 
University Press. 151 pages. 





Some Fundamentals for Utility 
Employee Instruction 


N a period rife with controversy over 
the relative cost of publicly and pri- 
vately produced electric power, Roy 
Page, vice president of the Nebraska 
Power Company, has written a new book 
which presents a discussion of utility 
problems from the standpoint primarily 
of utility costs. 

Intended in the first instance for edu- 
cational use with utility employees, this 
study also supplies interesting material 
for those who are concerned in public 
utility economics from the viewpoint of 
private management. Its purpose is in- 
dicated in the preface as follows: 

If we are to expect the public to under- 
stand our business and its problems we must 
first be sure that we ourselves understand it. 


It is no less than our duty to first see that 
everyone in our business is informed. 


Costs of providing electric service 
are defined and the relationship of each 
to customer’s rates is analyzed. It is 
pointed out that only 20 per cent of the 
average customer’s bill is applicable to 
the cost of producing electricity, that 
distribution cost is twice this amount, or 
40 per cent, and that the remaining 40 
per cent is absorbed by general costs— 
“customer expenses” ; meter reading, ac- 
counting, collection, bill delivery, and 
such general expenses as the manage- 
ment, legal services, engineering, and a 
portion of taxes. More than 75 per cent 
of the utility’s costs, according to the 
author, are “fixed costs’”—interest, de- 
preciation, property taxes, maintenance 
and operation, etc. 
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A warning of the effect of constantly 
increasing taxes on public utilities is 
sounded in Chapter IV in these words: 

These continued tax increases can have 
but one effect on the customer’s bill. If 
they do not actually increase it, they cer- 
tainly will make it more and more difficult 
for the utility to make further rate reduc- 
tions. The investor is already heavily taxed 
on the wages he receives for the use of his 
money, so there is only one source from 
which these taxes can ultimately come, and 
that is the ratepayer. 


WwW the constantly increasing Fed- 
eral grants to the development of 
water-power sites such as TVA, Bonne- 
ville, and Grand Coulee, the chapter on 
“Water Power and Its Effect on Utility 
Costs” is especially timely. Mr. Page has 
this to say on Federal hydroelectric proj- 
ects: 


If these (PWA) plants are economically 
successful, it will principally because 
their power costs will be based on the in- 
vestment charges of plants built partly with 
money donated outright by the government 
and partly with money loaned by the govern- 
ment at very low rates of interest, or will 
be built entirely at government expense and 
part of the cost charged to navigation, flood 
control, etc. In addition, of course, these 
plants will pay no taxes. 


The Wheeler-Rayburn Act and the 
bitter criticism and defense of utility 
holding con:panies which preceded its 
enactment in 1935, lend point to the 
chapter on holding companies. Preceding 
his discussion with the statement that 
holding company ownership of utilities 
has existed for about twenty years, Mr. 
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Page goes on to explain that between 
1913 and 1936 the national average rate 
for domestic electric service has been re- 
duced from 8.7 cents per kilowatt hour 
in 1913 to 5.03 cents in 1936. He says 
further : 


The holding company system has made 
possible the extension of utility service of 
its associated utilities far beyond the origi- 
nal communities they serve into rural and 
farm territory. 


The last two chapters deal with 
comparisons of private and municipal 
rates for utility service and include a 
thorough discussion of municipal utility 
“profits,” “taxless towns,” and “yard- 


sticks.” 
—M. M. 


PRIMER OF Exectric Service Costs. By Ro 7 
Page. Harper & Brothers, New York, N. 
May 12, 1937. Price, $1. 





The TVA—A Blueprint for America? 


¥ would be very easy, for several rea- 
sons, to be critical of this book, writ- 
ten by Madame Keun, a Frenchwoman. 
For one reason, she is very extreme in 
following 


her statements. Note the 


(page 40) : 


I do not see in the least why the utilities 
should also be in the business of selling ap- 
pliances. Their function is to sell electricity 
and promote its use, not to practice direct 
merchandising which ought to be left to the 
dealers and department stores. Never have 
I known such covetousness! These utilities 
snatch at everything. I wonder they don’t 
pounce on the milk a kitten sucks from its 
mother. 


And the following (page 33) : 

It is an incontrovertible fact that the pub- 
lic business of power has been outrageously 
looted in this country. Not all the power 
companies are rogues and rascals, but the 
majority of them are fully entitled to these 
epithets, and they have brought the whole 
system of utility management into stinking 
disrepute. 

Another fault is that the author is too 
chatty. Says she: 

I've spent five weeks writing this short 
section on power . . . Imagine poring over 
the intricacies of power during that diaboli- 
cal summer of 1936, in the South. I deserve 
a present from myself: a good little dinner, 
or a smart little hat, or a new detective 
story. 


Despite the fact that the book has such 
outstanding defects, the reviewer regards 
it as well worth reading. It is very in- 
teresting, and it does give an excellent 
picture of the TVA in a short compass. 


‘ I ‘nouGH Madame Keun points out 
clearly the distinct contribution that 
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the TVA is making in checking floods, 
in improving navigation, in building up 
the land, in encouraging the wide use of 
electrical energy, and in adding immea- 
surably to the economic and social well- 
being of the people of the Tennessee val- 
ley, she regards the project as of much 
greater significance than a mere sum- 
mary of its activities in these varied fields 
would indicate. 

Madame Keun is deeply impressed 
with the evils of dictatorship, whether it 
be of black shirts, brown shirts, or red 
shirts, upon all of which she calls down 
her curses most impartially. Handi- 
capped and restricted though the 
Authority is in all sorts of ways, “it is the 
noblest, the most intelligent, and the best 
attempt made in this country or in any 
other democratic country, to economize, 
marshal, and integrate the actual assets 
of a region, plan its development and 
future, ameliorate its standards of liv- 
ing, establish it in a more enduring secur- 
ity, and render available to the people the 
benefits of the wealth of their district, 
and the results of science, discovery, in- 
vention, and disinterested forethought.” 

The author concludes with the asser- 
tion that so long as the TVA has the Ten- 
nessee valley in its keeping the country 
will not be disposed to discard its im- 
perfectly functioning economic machine, 
and to turn in despair to a dictatorship. 

—E.iot Jones, 
Stanford University. 
A ForeicNer Looks at THE TVA. By Odette 
Keun. New York: Longmans Green. 1937. 
89 pages. $1.25. 
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EEI Meets in Chicago 


s this issue of Pusiic Urtmirtres Fort- 

NIGHTLY goes to press, members of the 
Edison Electric Institute are assembling in 
Chicago for their annual meeting in conven- 
tion. The historical Palmer House is the 
headquarters for this—the fifth national con- 
vention of the Institute. 

Representatives of the entire electrical in- 
dustry from practically every state in the 
Union were expected to be present because 
of the widespread interest in the current 
political, economic and technical problems of 
the industry. Edward J. Doyle, president of 
the Commonwealth Edison Company of 
Chicago, assisted by John F. Gilchrist, vice 
president of the same company, headed a re- 
ception committee appointed by the president 
of the Institute, Charles W. Kellogg. 

In addition to a number of speakers within 
the industry itself, the program scheduled 
three addresses by speakers engaged in other 
fields of activity. Dr. Morris Fishbein, editor, 
Journal of American Medical Association, 
was to speak on “The Doctor Looks at Light.” 
Dr. Gus W. Dyer, Professor of Economics 
and Sociology at Vanderbilt University chose 
as his topic “Constitutional Regulations versus 
Governmental Dictations.” Dr. John T. Mad- 
den of the School of Commerce of New 
York University, who has been at work for 
the past two years on six volumes dealing 
with public utilities, was to discuss the indus- 
try’s relation to the public in the light of gov- 
ernmental attacks to which the industry has 
been subjected. 

Among the speakers scheduled from the 
utility field were the following: President 
Kellogg, Messrs. E. J. Doyle, Commonwealth 
Edison Company; Walter A. Forbush, Edison 
Electric Illuminating Company of Brockton, 
Brockton, Mass.; Earl W. Gray, Oklahoma 
Gas & Electric Company, Oklahoma City, 
Okla.; E. T. Gushee, Detroit Edison Com- 
pany; H. P. Liversidge, Philadelphia Electric 
Company; William FE. Mitchell, Georgia 
Power Company, Atlanta; W. C. Mullendore, 
Southern California Edison Company, Ltd., 
Los Angeles; D. E. Karn, Consumers Power 
Company, Jackson, Mich.; Philip Sporn, 
American Gas & Electric Company, New 
York; J. F. Porter, Jr., Kansas City Power 
& Light Company, Kansas City, Mo.; R. E. 
Fisher, Pacific Gas and Electric Company, 
San Francisco; Frank W. Smith, Consolidated 
Edison Company of New York; Bernard F. 
Weadock, Edison Electric Institute; and Miss 
Nancy Finch, Utah Power and Light Com- 
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pany, headquarters in Salt Lake City, Utah. 

From the electrical manufacturing field 
were the following: C. E. Wilson, vice presi- 
dent in charge of sales, General Electric Com- 
pany, Bridgeport, Conn.; N. G. Symonds, 
vice president, Westinghouse Electric & 
Manufacturing Company, Pittsburgh, Pa.; and 
Dr. L. W. Chubb, director of the Westing- 
house Research Laboratories at East Pitts- 
burgh. 

The Chicago Reception Committee in- 
cluded besides Messrs. Doyle and Gilchrist 
as chairman and vice chairman, Messrs, 
Charles W. Bradley, vice president, Public 
Service Company of Northern Illinois; Wil- 
liam Chamberlain, chairman, United Light and 
Power Company; A. G. deClercq, vice presi- 
dent, Commonwealth Edison Company; B. J. 
Denman, vice president, United Light and 
Power Company; Harry B. Gear, vice presi- 
dent, Commonwealth Edison Company; Rob- 
ert J. Graf, president, H. M. Byllesby and 
Company; Julius L. Hecht, vice president, 
Public Service Company of Northern Illinois; 
Colonel R. H. Jones, president, Super-Power 
Company of Illinois, and president, Chicago 
District Electric Generating Corporation; 
George R. Jones, president, Western United 
Gas and Electric Company, and vice president, 
Public Service Company of Northern Illinois; 
E. W. Lloyd, vice president, Commonwealth 
Edison Company; B. W. Lynch, president, 
Public Utility Engineering and Service Cor- 
poration; C. S. McCain, president, United 
Light and Power Company, and Purcell L. 
Smith, vice president, Commonwealth Edison 
Company. 

The Arrangements Committee, upon which 
the heaviest part of the pre-convention duties 
rested, included Edward P. Johnson, Common- 
wealth Edison Company, Chicago, as chair- 
man; H. T. Anderson, W. H. Childs, John 
W. Evers, Jr., Louis A. Ferguson, Jr., 
Gardner S. Howland, P. B. Juhnke, E. J. 
Lavin, C. A. Lind, Miss Helen Norris, R. R. 
Pilkington, J. F. Rice, W. R. White, and 
Harold Wright. 

General sessions of the meeting opened on 
the afternoon of Tuesday, June Ist, and were 
to have concluded following the morning ses- 
sion of Friday, June 4th. 


Recommends Flood Control 
Legislation 


i eran Roosevelt on May 12th sent to 


ess a message recommending a broa 
approach to legislation for flood control, soil 
erosion prevention, and water conservation. 
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Although couched in general terms, the mes- 
sage was regarded as of significance in view 
of pending action on several flood control 
and river regulation measures. 

Accompanying the President’s message was 
a volume embodying a report of the Up- 
Stream Engineering Conference held in Wash- 
ington last fall, and much data on “Little 
Stream” control. This report is a sequel to 
the report on “Little Waters” which Mr. 
Roosevelt sent to Congress in January, 1936. 
The President said: 

‘Tt is becoming increasingly apparent that 
big waters are not the only part of our water 
resources presenting problems and requiring 
constructive treatment. Little waters also are 
of critical importance. In fact, with respect 
te some problems drainage basins must be 
treated as a whole, both headwaters and main 
channels of any river system being brought 
into an integrated program of regulation.” 

The message said the report and data would 
be of “service to Congress in connection with 
its consideration of measures looking toward 
conservation of waters, prevention of erosion, 
and control of floods.” 

The report was signed by Hugh H. Bennett, 
chief of the Soil Conservation Service; F. A. 
Silcox, chief of the Forest Service, and 
Morris L. Cooke, former administrator of the 
Rural Electrification Administration, and emi- 
nent hydraulic engineers. 


FTC to Probe Utilities Again 


HE Senate on May 17th voted to direct 

the Federal Trade Commission to in- 
vestigate “propaganda” by utilities and gov- 
ernment agencies. The resolution ordered an 
inquiry into reputed efforts by utilities to con- 
trol opinion on the public or private owner- 
ship issue. An amendment required the com- 
mission to look into rival activities of new 
administrative agencies. 

The resolution, which requires approval by 
the House, authorized a $150,000 outlay. Sena- 
tor Norris of Nebraska, who sponsored the 
original inquiry resolution, offered no objec- 
tion to the amendment, which was offered by 
Senator King of Utah. King spoke of “prop- 
aganda” for public ownership by the TVA, 
PWA, REA, and other agencies. 

Senator Norris accused private power cor- 
porations of “disgraceful, illegal, and unfair 
methods” in their fight on public power de- 
velopments. He said no one else has gone so 
far “to defeat the will of the people.” 


Ask Holding Company Act 
Ruling 


T= Department of Justice and the Securi- 
ties and Exchange Commission on May 
19th asked the Supreme Court to hasten its 
decision on a review of the Public Utility 
Holding Company Act. Urging a review of a 
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lower court ruling against the Electric Bond 
and Share Company, the department asserted 
that if the appellant's request for a writ of 
certiorari was denied the government would 
not be able to begin enforcing the act until 
the summer of 1938, nearly three years after 
its enactment. 

Solicitor General Reed and Robert H. Jack- 
son, Assistant Attorney General, who pre- 
sented a brief to the court, thus joined in the 
request made by the Electric Bond and Share 
Company on May 15th for an early examina- 
tion of the decree by Judge Mack in the Fed- 
eral Southern District Court of New York 
against the company. Electric Bond and Share 
is fighting the law requiring registration with 
the SEC. Both the company and the govern- 
ment are now asking the Supreme Court to 
proceed without waiting for a ruling by the 
Second Circuit Court of Appeals. 

Since beginning the case against the company 
to compel compliance with the registration 
provisions of the act, the SEC has urged a 
speedy final review by the high court. To this 
end the commission from the first has been in 
accord with a procedure which would make 
unnecessary a review by the appellate court 
of Judge Mack’s ruling that the registration 
provisions are constitutional. The brief em- 
phasized this attitude on the part of the com- 
mission. 


TVA Writ Set Aside 


HE Sixth U. S. Circuit Court of Appeals 

on May 14th ruled that a temporary in- 
junction halting expansion of the Tennessee 
Valley Authority was against public interest 
both as to flood control and power production, 
and set aside the restraining order granted 
last December by Federal Judge John Gore, 
of the eastern Tennessee district. 

It returned the case for hearing on the 
merits of the complaint of the 19 private utili- 
ties which won from Judge Gore a sweeping 
injunction forbidding TVA from proceeding 
with new construction not then under way. 
Judge Gore permitted the authority to con- 
tinue construction already started. 

The circuit court opinion, written by Judge 
Charles G. Simons, held that both the TVA 
and the public would suffer great loss unless 
Judge Gore’s order was set aside. While the 
court was unanimous in agreeing that the in- 
junction should be vacated, Judges Florence 
Allen and Charles Moorman disagreed with 
portions of the Simons opinion. 

The question of constitutionality of the 
TVA act was not involved. Judge Simons’ 
opinion overruled a contention of the TVA 
attorneys that Judge Gore had no authority 
to pass on the question since TVA headquar- 
ters was in Alabama. He declared TVA has 

“no restricted situs.” He further stated : 

“The authority is authorized under the act 
to carry on operations upon the Tennessee 
river and its tributaries without respect to 
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state lines or the limits of judicial districts, 
and may acquire by purchase or condemnation 
anywheré, lands, easements, or rights of way 
necessary to carry out the provisions of the 
act. 

“To appraise the injury to the defendant 
(TVA) from the disorganization which must 
follow substantial or even partial cessation of 
activity is impossible, but that it will be great 
cannot be denied. So also in respect to the 
public interest involved. The loss, inconven- 
ience, and discomfort of the residents of the 
area in failing to obtain cheap electric energy, 
if it be found in the end that it may lawfully 
be supplied to them, may likewise not be 
measured, but equally incontrovertible is it 
that it will be great.” 

The Tennessee Valley Authority on May 
20th appealed to the Supreme Court to settle 
quickly and definitely the case pending in the 
lower court against the constitutionality of the 
President’s “yardstick” power policy. James 
Lawrence Fly, TVA Bowed filed with the 
court a petition for a review of the Sixth 
Circuit Court of Appeals decision, in so far 
as that decision sent the suit of the private 
utilities back to the district court in Tennessee 
for trial. 

Contending that nothing could be gained by 
delay, Mr. Fly’s petition sought to obtain per- 
mission to argue the case in the Supreme Court 
next fall for final disposition. A motion to 
shorten time for filing briefs was denied. 

Mr. Fly declared that the TVA was satisfied 
with the circuit court’s decision dissolving an 
injunction granted by Judge J. Gore in eastern 
Tennessee, but, at the same time, believed 
there was no reason for trying the case on its 
merits in Judge Gore’s court. 


Urges Power Agency Expansion 


REATION of a Federal Power Administra- 
tion out of the present Federal Power 
Commission and transfer to it of all govern- 
ment power activities was recommended in a 
report by the Brookings Institution submitted 
on May 17th to the Senate Governmental Re- 
organization Committee. 

The report is the second section of findings 
which the institution is making at the request 
of the committee. Both sections deal with goy- 
ernmental activities in the field of mineral re- 
sources and power and activities in the field 
of public supply and property. At least ten 
por chapters remain to be completed, it was 
said. 

The institution recommended that regulation 
of power securities be left with the Securities 
and Exchange Commission, but that a joint 
board be created to pass upon matters within 
the overlapping jurisdiction of the SEC and 
the proposed Federal Power Administration. 

On the assumption that an operating agency 
functioning as a “yardstick” should not be per- 
mitted to regulate its own production or deter- 
mine its own rates, the institution recom- 
mended that the proposed power administra- 
tion exercise this supervision with respect to 
the power plant operations of such agencies 
as the Tennessee Valley Authority, the Bureau 
of Reclamation, and the Army Engineers. 

The report recommended also that the new 
agency administer all power licenses and per- 
mits under the present jurisdiction of the In- 
terior, Agriculture, and War Departments, 
and, in the interest of codrdination in research 
functions, act as the agency of all other de- 
partments. 


Alabama 


Company Loses Appeal 


A court decision dismissing a suit by 
the Alabama Power Company seeking 
to enjoin construction of rural power lines by 
the Cullman County Electric Membership Cor- 
poration was affirmed on May 20th by the state 
supreme court. 

The high court’s decision upheld validity of 
a 1935 act creating the Alabama Rural Electri- 
fication Authority, in that corporations formed 
under its jurisdiction were not subject to public 
service commission regulation, and the act did 
— deny the utility equal protection under the 
aw. 

The power company appealed from a deci- 
sion by Circuit Judge W. W. Callahan, sus- 
taining demurrers filed by the Cullman Cor- 

ration against the power company’s petition 
or injunction. The utility charged in its bill 
that the 1935 REA act, under which the mem- 
bership corporation was organized, “denies the 
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power company equal protection of law” and 
contended the act also was “contrary to public 
policy.” 

The petition was brought in the name of the 
Tennessee Valley Authority, stating it was 
constructing lines through which it proposed 
to supply power for the Cullman rural system. 
The supreme court’s decision failed to make 
any mention of TVA. 

The Cullman corporation’s demurrers, ask- 
ing dismissal of the injunction petition, were 
filed on grounds that TVA was not a party to 
the litigation and that the corporation was not 
a public utility operated for profit. 


Commercial Rates Cut 


OMMERCIAL customers of the Alabama 
Power Company will save approximately 
$383,000 a year under the revised schedule of 
rates announced by the Alabama Public Serv- 
ice Commission last month. The new schedule 
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applies to all billings on and after June 1, 1937. 

The reductions, ranging from 8 to 12.69 
per cent, affect about 20,000 customers, it was 
said, with the smaller consumers receiving the 
larger proportionate reductions. The commis- 
sion said : 

“The revised rate, which is to become effec- 
tive on bills dated June Ist and thereafter, con- 
sists of a general rate for all urban commer- 
cial customers of the company, which simpli- 
fies and replaces the present applicable ‘im- 
mediate’ and ‘objective’ rate schedule for such 
service. The new rate effects an annual reduc- 
tion of approximately $383,000 in the cost of 
electric service to the commercial customers 
of the company based upon their present uses 
of the service. 

“The new rates reduce the cost of service to 
a majority of the commercial customers, and 
are not higher to any commercial customer 


who purchases all of his electric service from 
the company.” 


Government to Construct Line 


oHN M. Carmody, Rural Electrification 
Administrator, on May 10th telegraphed 
Governor Bibb Graves that the Federal gov- 
ernment proposed to proceed with building 75 
miles of surveyed lines in Cherokee county, 
despite recent construction over the same 
routes by the Alabama Power Company. 
Gordon Persons, chairman of the Alabama 
Rural Electrification Authority, charged in a 
recent letter to Carmody that the power com- 
pany was using “spite tactics” in building a line 
over a route mapped by the state REA and to 
cost $235,000. Spokesmen for the Alabama 
Power Company denied any such intention, it 
was said. 


Arkansas 


State Approves Offer 


= Arkansas Power and Light Company’s 
proposed rate of 1.23 cents per kilowatt 
hour for current sold wholesale to rural elec- 
trification codperatives was approved last 
month by the state utilities commission. The 
company’s offer provided that contracts under 
this schedule must be executed by January 1, 
1938, and that codperatives must be taking 
energy within four months after date of con- 
tract. 

Thomas Fitzhugh, commission chairman, 
told a group of farm leaders at a recent meet- 
ing called by Governor Bailey that this rate 
is “the lowest yet offered by any utility com- 
pany in the nation for rural electrification 
service.” 

With its proposed rate schedule, accepted 
by the commission, officials of the power com- 
pany said: 

“This rate will, we think, be noncompensa- 
tory and is not justifiable except for the theory 
of a contribution to the very desirable social 
objective of rural electrification.” 

Mr. Fitzhugh said a copy of the order ap- 
proving the rate would be sent to the REA 
in Washington. He said he was confident the 
schedule would meet with REA approval. 


Gets Rural Lines Permit 


HE state utilities commission authorized 

the Arkansas-Missouri Power Company 
recently to construct a 26-mile rural electri- 
fication line to serve Jesup, Smithville, Lynn, 
Denton, Strawberry, and the intervening areas 
in Lawrence county. Cost of the project was 
estimated at $26,000. Forty-eight persons have 
contracted for service. 

Acting under a recent order requiring proj- 
ects to be submitted on an “area basis,” the 
commissions directed the power company to 
extend its proposed line to provide electrifica- 
tion for the entire western half of Lawrence 
county as soon as sections not included in the 
present plans were able, economically, to sup- 
port extensions. 

Simultaneously with issuance of the permit, 
the commission denied a petition of Charles 
Cowell of Imboden for permission to construct 
a hydraulic dam on Strawberry river and con- 
struct a power line to serve practically the 
same territory. At a previous hearing, Cowell 
was given thirty days to submit proof of his 
ability to finance his proposal and to submit 
more definite plans. He submitted neither, 
nor did he appear for a scheduled hearing, 
commission members said. 


California 


Power Plan Approved 


oO of the state railroad commission 
recently approved a plan whereby the 
Southern California Edison Company is to 
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take over the Vernon municipal electric plant, 
pay off the city’s indebtedness of $3,900,000 for 
the system, and operate under rates compar- 
able with those charged in neighboring com- 
munities serviced by the company. 
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The plan specified that the Edison Company 
will lease the plant for a 10-year period, pay- 
ing off the bonded indebtedness plus 2 per cent 
interest on gross business transacted. Vernon 
city officials accepted the proposal due to the 
fact that the city was not in a position to meet 
demands for increased power and light with- 
out necessary additions to the system, which 
the city was not in a position to finance. 

The plant will serve as a distribution unit 
for surplus power sent from the Long Beach 
plant of the Edison Company and Boulder 
dam. 


Announces Gas Program 


T HREE southern California utility com. 
panies were reported last month to be pre. 
paring a $5,000,000 gas development program, 
consisting of laying new mains and feeder 
lines from newly developed gas areas, and jn- 
terconnecting lines, calling for some 50 miles 
of pipe. 

It was said the largest unit would be a 13. 
mile line from Newhall to connect with a 
similar line north of Castaic. It will cost 


$455,000. 


Florida 


Wins New Delay 


HE city of Miami last month lost a move 
to force the Florida Power & Light Com- 
pany to immediately pay refunds on elec- 
tricity charges when U. S. District Judge 
W. H. Barrett at Savannah, Ga., continued the 
company’s temporary injunction pending an 
appeal to the circuit court of appeals at New 
Orleans. 
The court, in signing the papers granting an 
extension of the time for the appeal, also or- 
dered the company to continue posting 


monthly bonds to guarantee payment of re- 
funds, the gross total of which now is more 
than $3,000,000. 

S. S. Hoehl, counsel for the city, argued the 
company should be compelled to pay the re- 
funds immediately since it had not filed its 
supersedeas within the legal time. Judge Bar- 
rett allowed the company until August 10th to 
perfect its appeal, when attorneys argued ad- 
ditional time was necessary to look over the 
voluminous report, and the clerk of the dis- 
trict court at Miami also had asked for the 
extension for the same reason. 


Georgia 


Power Case to High Court 


= HE Georgia Power Company appealed to 
the Supreme Court on May 19th from a 
Fifth U. S. Circuit Court of Appeals decision 
at New Orleans permitting the Tennessee 
Valley Authority to continue to build new 
power lines and to sell electricity in Georgia. 
Involved in the complicated litigation were 
conflicting decisions by the Northern Georgia 
Federal District Court and the Eastern Ten- 
nesee Federal District Court. 

A ruling by the Georgia court, which was 
affirmed by the Fifth Circuit Court, allowed 
the TVA to expand its operations in Georgia. 
The Tennessee court temporarily enjoined 
the TVA from expanding in eight states, in- 
cluding Georgia. In its decision the circuit 
court held that the two lower tribunals had 
concurrent jurisdiction, but that since the 
Georgia ruling came first its decree should 
stand pending final determination of the con- 
troversy by the Supreme Court. 

The Georgia court enjoined the power com- 
pany from taking any action to enforce the 
decree of the Tennessee district court and 
from prosecuting proceedings in the Tennessee 
case in any manner that would interfere with 
the rights of the TVA to conduct its business. 
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It also refused the power company’s petition 
to dismiss the litigation. The petition to the 
Supreme Court said: 

“The action filed in the Tennessee court was 
not filed. for the purpose merely of raising the 
same questions which are presented in this 
case. The Tennessee case is much broader in 
scope and raises additional issues. 

“The Tennessee bill was filed by nineteen 
power companies, who joined for the very 
purpose of avoiding a multiplicity of suits and 
in order that all of the facts bearing upon the 
constitutionality of the power program author- 
ized by the Tennessee Valley Authority Act or 
promulgated by the Tennessee Valley Au- 
thority and its directors might be presented 
and determined in one proceeding.” 


Rate Duel Delayed 


HE state public service commission on May 

12th recessed until July 14th its hearing 
on electrical rates charged by the Georgia 
Power and Light Company. The commission 
held a brief hearing after denying a postpone- 
ment petition by the electric company to post- 
pone the hearing for sixty days. Counsel for 
the company said it was not “at this time quali 
fied or ready to submit data and information, 
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The company was called on by the commis- 
sion to Show cause why its residential and com- 
mercial rates should not be lowered. Company 
oficials headed by R. H. Ferguson, of Val- 
dosta, president, maintained the company “is 
not earning now, nor has it earned in past 


years, a fair and reasonable return on the 
money invested.” 

State Senator J. P. Shedd led a delegation 
from Jesup in a protest against the rates in 
effect. He said the electric charges prevent 
expansion and prohibit industrial development. 


¥ 


Indiana 


Power Project Opposed 


PROTEST petition against one submitted by 

the Public Service Company of Indiana 

to the state public service commission for 

authority to build a $5,000,000 generating plant 

addition to the Dresser plant near Terre 

Haute, was filed recently by the Eel River 
Power Company, Indianapolis. 

The complaint asked that the Public Service 
Company’s petition be denied, and objected to 
the sale of securities to finance the proposed 
construction, The Eel River Company stated 
that it entered into an agreement with the 
Indiana Electric Corporation, predecessors of 
the Public Service Company, in 1929 to pro- 
vide electrical energy twenty years. This con- 
tract, it asserted, still is in effect and has been 
reafirmed by the Public Service Company. But 
after 1929, the contract was sold to the Clover- 
dale Municipal Water and Power Corporation 
which applied unsuccessfully to the RFC and 
PWA in 1933 for funds with which to con- 
struct a hydroelectric development on the Eel 
river in Putnam county. The petition further 
set out that the Public Service Company op- 
posed this request at Washington, asserting 
there was no market for the electrical energy, 
and that the project was “financially and eco- 
nomically unsound.” 

The Cloverdale Municipal Water and 
Power Corporation and the Eel River Power 
Company on May 25th sought to stop consid- 
eration by the commission of approval of the 
plan to enlarge the Dresser power station. 
The commission, however, overruled a mo- 
tion for a continuance. 


Ken 


Extends Rate Investigations 


yg aoe by its investigation of major 
Kentucky utilities to include similar rates 
and practices of a number of smaller compa- 
nies was announced recently by the state public 
service commission. The extended investiga- 
tion would include particularly companies 
furnishing light and power service to small 
towns and rural areas. 

The commission was reported to have under 
way rate negotiations with the Kentucky and 


Approves Utility Sales 


HE state public service commission re- 

cently approved the sale of the Lebanon 
Telephone Company to the Indiana Bell Tele- 
phone Company for $170,000, and also the pur- 
chase by the town of Zionsville of waterworks 
owned by the Public Service Company of In- 
diana, the price being $9,000. 

Sale of the Indiana Water Works Company 
plant at Greensburg to the city also was ap- 
proved, with the city issuing $370,000 in rev- 
enue bonds in order to finance the deal and 
make improvements, 


Rate Rehearing Denied 


HE state of Indiana on May 12th failed to 

obtain a rehearing of the Indianapolis 
Water Company rate decision by the 
Circuit Court of Appeals at Chicago, thus 
opening the way for an appeal to the U. S. 
Supreme Court. 

The decision, announced early in the year, 
granted the company’s plea for an injunction 
against enforcement of the present water rate 
schedules on the ground they are confiscatory. 
Judge Robert C. Baltzell previously had de- 
nied the injunction and fixed a value for the 
water company’s property. 

The Circuit Court of Appeals held that in 
view of the increase in costs since the evalua- 
tion was begun, the property had a higher 
value than determined by the district court 
and hence the company is entitled to greater 
returns than the evidence showed it to be re- 
ceiving, 


w 


tucky 


West Virginia Power Company and the 
Columbia Gas System. 

Rate comparisons concerning the smaller 
power companies, James Cammack, Jr., a 
member of the commission said, indicate that 
the charges made for service by most of them 
are “far out of line” with the rates in similar 
communities served by other companies. 

Cammack named eight companies whose 
charges, he said, aside from a few residential 
rates, are higher than the rates charged by 
some of the larger utilities serving similar ter- 
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ritories. These companies, Cammack added, 
serve more than 75 towns and surrounding 
areas. He stated: 

“It is the intention of the commission to 
allow differentials in charges for service be- 
tween communities of comparable size only 
when warranted by material variations in con- 
ditions and operating costs. Utility companies 
will not be permitted to burden the public with 
excessive costs resulting from uneconomical 
management or unfair promotional ventures.” 


Adopts Complaint Sift Rules 


HE state public service commission recently 

announced adoption of general procedure 
rules to be followed for handling informal 
complaints of utility customers, relating to 
rates, regulations, practices, or services of the 
utilities operating in the state and subject to 
its jurisdiction. 

The commission’s personnel will be made 
available for investigation of all complaints 
at no expense to the public, excepting meter 
accuracy tests for which a nominal charge is 
made but refunded if the meter is found in- 
accurate to the disadvantage of the customer. 

Informal complaints concerning service, 
practices, facilities, rates, and regulations of 
a public utility may be made to the commission 
by letter, telephone, or verbally and will be 
filed as received. Matters thus presented will 
be taken up with the utility complained against 
in an endeavor to bring about satisfaction of 
the complaint without formal hearing. No 
specific form was prescribed for making com- 
plaints except that complaints should include 
the name and address of the complainant, the 
correct name of the utility complained against, 
and a clear and concise statement of the facts 
involved and the relief requested. 

In cases where satisfactory settlements can- 
not be negotiated by correspondence, the com- 


mission will send investigators into the field tp 
determine the facts and suggest a basis for 
settlement. In the event, however, of failure 
to bring about satisfaction of the complaint 
in the informal manner, the proceeding is held 
to be without prejudice to the complainant's 
right to file and prosecute a formal complaint 
before the commission. 


Rural Rates Reduced 


Te state public service commission on May 
16th announced the establishment oj 
“wholesale” electric rates for rural codpera- 
tives 25 to 40 per cent lower than the existing 
rates for general light and power service, 

The special rate schedule was ordered into 
effect for a 2-year period. The commission 
said it would make energy available for rural 
electrification at an average cost at point of 
delivery of 14 cents per kilowatt hour. 

All major Kentucky utility companies are 
affected, including the Kentucky-Tennessee 
Light & Power Company (except the Irvine 
and Bloomfield districts), Kentucky Utilities 
Company, Kentucky Power & Light Company, 
Kentucky & West Virginia Power Company, 
Lexington Utilities Company, Louisville Gas 
& Electric Company, and Union Light, Heat 
& Power Company. 


Votes Waterworks Purchase 


URCHASE for $200,000 of the waterworks at 
Glasgow from the Kentucky-West Vir- 
ginia Utilities Company for operation as a 
municipal plant was voted by the city council 
last month. The plant was to change hands by 
May 3lst, and, if aid from the Federal govern- 
ment is forthcoming, $60,000 filtration equip- 
ment would be added. 
The money is to be raised by sale of revenue 


bonds. 


Louisiana 


Cited on Rate Inquiry 


Te state public service commission, follow- 
ing its announcement on May 8th of a 
sweeping investigation of gas and Fectite rates 
charged within the state, issued citations on 
May 12th to 26 utilities to “show cause why 
your rates should not be investigated, revised, 
modified, and-or reduced in such manner as 
the commission may find appropriate.” The 
commission ordered the utilities to place their 
complete records at the disposal of commission 
investigators. The citations said in part: 

“You are hereby notified, commanded, and 
required to appear before the Louisiana Public 
Service Commission, at such time and place 
as may be hereafter designated, and then and 
there to show cause, if any you have or can, 
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why your rates, charges, and practices for gas 
(or electric, or both) service within the state 
of Louisiana should not be investigated, re- 
vised, modified and-or reduced in such manner 
as the commission may find appropriate. 
“You are further ordered, commanded, and 
required, in the meantime, to place at the dis- 
osal of the commission’s representatives your 
ks, records, vouchers, reports, and papers, 
as well as permit full and free access to your 
plant, property, and facilities pertaining to and 
used in the rendition of such gas (or electric, 
or both) services within the state of Louisana; 
and for such further order or orders as the 
commission may deem necessary in the pre- 
mises.” : 
The present investigation is the second into 
electric rates but the first into gas rates. 
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M ichigan 


Detroit Gas Dividend 


IVIDENDS to be distributed among domestic 
D gas consumers by the Detroit City Gas 
Company at the end of this year will represent 
approximately 6 per cent of the consumers’ 
annual gas bills, Frank P. Fisher, the city’s 
consulting gas engineer, said recently. Fisher 
said he was basing this prediction on his esti- 
mate, which he officially gave the council in a 
report, that the total consumers’ dividend for 
1937 would be $500,000. 


William G. Woolfolk, gas company presi- 
dent, predicted that the dividend checks would 
be higher than Fisher indicated, declaring that 
Fisher’s estimate was conservative. Woolfolk 
pointed out that the dividend to domestic con- 
sumers would steadily increase with the antici- 
pated rise in the sale of natural gas for in- 
dustrial purposes. As did Fisher in his report 
to the council, Woolfolk emphasized the fact 
that the 1937 dividend would be much higher 
if industrial sales had not been retarded this 
year by widespread strikes and labor disputes. 


Minnesota 


Natural Gas Report 


Senn Wenzel, commissioner of public 
utilities, informed the St. Paul city 
council recently that he would have a detailed 
report on the natural gas situation in St. Paul 
ready for consideration May 28th. 

At that time he said he would introduce an 


ordinance granting a year’s permit to the Min- 
nesota Northern Natural Gas Company to ex- 
tend its pipeline from the Ford Motor Com- 
pany plant to the Waldorf Paper Products 
Company plant. The ordinance, Wenzel said, 
would be introduced merely to give the council 
something definite to consider. The company 
has asked permission to make the extension. 


Pennsylvania 


Case Tests New Law 


TT state public utility commission was re- 
ported last month to be pushing toward 
conclusion a “laboratory” rate case destined to 
show what can be accomplished in the way of 
lower electric rates. 

The rate complaint against the Edison Light 
and Power Company of York, a subsidiary of 
the Associated Gas & Electric system, re- 
portedly was slated to become the first case 
to feel the effects of the new powers to 
be granted the commission in pending legisla- 
tion. The rate complaint was started more than 
a year ago by the former public service com- 
mission and has been continued by the new 
commission. 

Commission members were said to be plan- 
ning to decide the complaint under the au- 
thority which was expected to be granted them 
by a bill pending in the legislature. Prospective 
moves in the plan to demonstrate what can be 
done with rate cuts included: 

(1) The imposition of “temporary rates” 
lower than the present rates—a move to be 
authorized in the new legislation; (2) a test 
of the “sliding scale” method of rate making, 
by which rates charged by the company would 
be periodically adjusted to profits; (3) a cam- 
paign to be carried out by municipal and other 
officials in the company’s territory to secure a 
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greater use of electric power because of the 
lower rates. 

Together, the moves would set up what the 
proponents of the plan expect to designate as 
the “York yardstick” to show how regulation 
can be made effective in lower rates and in- 
creased convenience to the public. 


Electric Rates Cut 


OWER rates affecting consumers in fourteen 
eastern counties of the state are to be put 
into effect by the Metropolitan Edison Com- 
pany, of Reading, June 12th, according to a 
recent announcement of the state public utility 
commission. The company filed a new tariff 
affecting electric service in counties, cities, 
boroughs, townships, and school districts in 
Adams, Berks, Bucks, Chester, Cumberland, 
Dauphin, Lancaster, Lebanon, Lehigh, Mon- 
roe, Montgomery, Northampton, Pike, and 
York counties. 

The company estimated the saving in street 
lighting, municipal lighting, and to municipal 
power consumers would amount to $64,930. 
The saving on street lighting in the area 
served by the company will be $36,330 a year. 
Line and cable charges, and lamp charges will 
be reduced. 

The new tariff schedule establishes a new 
municipal lighting service classification for 
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lighting public buildings, and the new rates 
will effect a saving of $18,300 a year. An addi- 
tional saving of $10,300 will result through 
establishment of a new classification which is 


designated as municipal power service for 3- 
phase power and incidental lighting used by 
on and school districts, it was 
sai 


South Carolina 


Probes Company Expenses 


T HE South Carolina Electric and Gas 
Company (formerly the Broad River 
Power Company). was ordered by the state 
public service commission last month to ex- 
plain some of its expense-accounting prac- 
tices. The order of the commission said that 
its investigation indicated the company was 
making large payments for managerial, engi- 
neering, and other services, and charging the 
payments to operating expenses. 

The order also decreed that the company 
must show cause why it should not be ordered 
to discontinue permitting or requiring its em- 
ployees from engaging in selling, offering for 
sale, or soliciting the purchase of any security 
of any person, firm, or corporation affiliated 
with said company during their hours of em- 


ployment by said company, and also to dis- 
continue the deduction from the wages or 
salaries of its employees of any sum or sums 
of money to be applied to the purchase of any 
security of said company, or of any other per- 
son, firm, or corporation. 

The company was also ordered to furnish 
the commission with a statement showing the 
amount of payments made to various firms, 
persons, or corporations since December 31, 
1933, and also full and detailed information in 
writing as to relationship and affiliation with 
any and all of the named persons, firms, or 
corporations or any other affiliated persons or 
corporations to whom the company has made 
similar payments since that date. 

The hearing is to be held at the office of the 
State public service commission at Columbia 
on June 29, 1937. 


West Virginia 


Rural Power Charge Denied 


Ca that the state public service com- 
mission was encouraging utilities in their 
attempt to halt codperative movements for 
rural electrification in West Virginia were 
laid before Governor Holt last month by Ad- 
ministrator John M. Carmody of the Rural 
Electrification Administration. 

Commission members replied in a statement 
that it had been assisting in extension of coun- 
try power lines for three years, and expressed 
the opinion that the administrator either did 
not have correct information or was not pro- 
perly using the correct information. 

The governor replied by letter that so far 
only one codperative had asked for a permit 


and then withdrawn it. The codperative was 
in Barbour county. Governor Holt in his letter 
said that after the Barbour county codperative 
had asked for a certificate of convenience, it 
later was withdrawn because both the mem- 
bers and the Monongahela West Penn Public 
Service Company requested it. He said the 
agreement was satisfactory to all parties in 
such a degree that “much more mileage of 
lines is to be constructed immediately.” 

Governor Holt said no application for a 
certificate had been made from Hardy county. 
Contracts were let by the Hardy Light and 
Power Association recently for $134,000 to 
build 163 miles of line and serve 573 cus- 
tomers. The REA approved a loan of 
$172,000. 


Wisconsin 


State Ownership Bill 


HE La Follette administration’s “little 

TVA” bill, curbed recently by an amend- 
ment limiting the operations of the corpo- 
ration it proposes to create to the electric 
utility field, was passed by the assembly on 
May 20th, 54 to 36, and sent immediately to 
the senate where a close fight was expected. 
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Prepared in the governor’s office, the “little 
TVA” bill was introduced into the house by 
Representative Andrew J. Biemiller of Mil- 
waukee and in the Senate by Roland E. Kan- 
nenberg of Wausau. 

The bill would empower the Wisconsin De- 
velopment Authority, a nonstock, nonprofit 
corporation, to promote, encourage, and super- 
vise publicly owned and “co-op” owned util- 
ities. 
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The Latest Utility Rulings 





Fair Value Is Held to Be Only Constitutional 
Rate Base 


PERMANENT injunction was issued 
A by a Federal court of three judges 
against the enforcement of an order of 
the California commission reducing 
water rates where the commission had 
used historical cost in determining the 
rate base and had rejected evidence of 
reproduction cost. The court held that 
since the commission had not determined 
the essential element necessary to fix 
rates ; namely, the fair value of the prop- 
erty, the public utility had been denied 
its constitutional rights. 

Reproduction cost had been rejected 
by the commission as unreliable. The 
commission had stated that it believed 
“historical cost rather than reproduction 
values should determine the rate base 
herein.” 

Referring to the failure of the com- 
mission to determine fair value of the 
property, the court said: 

If this failure had been inadvertent, and 
if the entire decision of the railroad com- 
mission showed that it had in fact deter- 
mined the fair value of the property and 
that for the purpose of its decision, it 
deemed the finding of a fair rate base the 
equivalent of a finding of fair value, the de- 


cision might be sustained so far as this par- 
ticular question is concerned. But where 
the commission declined to consider repro- 
duction cost and announced its intention to 
fix the rate upon the historical cost, its 
conclusion that the amount of $2,205,000 is 
a fair rate base is equivalent to stating that 
that amount represented the judgment of 
the commission as to the historical cost of 
the property. We see no escape from the 
conclusion that it is a denial of due process 
to fix the rates of a public utility without 
ascertaining the fair value of the property. 


With respect to the going concern 
value of the company the court held that 
the commission was in error because it 
had refused to consider such a value. It 
was said to be true that where allowance 
is actually made for going concern 
value, which is the reasonable equivalent 
thereof, the failure to fix such value un- 
der the head of going concern value is 
not confiscatory if otherwise allowed, 
but in this case there was no contention 
that going concern value was allowed 
either directly or indirectly. The failure 
to consider such value was said to be “a 
denial of due process of law.” California 
Water & Telephone Co. v. Railroad 
Commission et al. 


e 


Fair Hearing Denied When Valuation Based on 
Matters outside the Record 


DECREE of the supreme court of 

Ohio sustaining a commission 
order directing refund of rates found 
by the commission to be excessive on 
the basis of a valuation of telephone 
property was reversed and remanded by 
the United States Supreme Court on the 
ground that the valuation had been 
reached without due respect for the tele- 
phone company’s right to a fair 
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hearing, allowed by the Constitution. 

The commission, after conducting ex- 
tensive investigation and receiving evi- 
dence as to value of telephone property, 
took judicial notice of price trends and 
modified the value as shown during the 
hearing by the percentage of decline or 
rise applicable to each year for which 
refunds were ordered. The company had 
no opportunity to explain or rebut the 
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evidence considered by the commission, 
nor was it given an opportunity to in- 
troduce evidence on that point. 

The Supreme Court conceded that 
judicial notice may be taken of the fact 
that there has been a depression and that 
a decline of market values is one of its 
concomitants. But how great the decline 
has been for an industry in a particular 
year, it was said, can be known only to 
the experts, who may even differ among 
themselves. The court referred to the 
fact that judicial notice could be taken 
of the fact that Confederate money de- 
preciated in value during the war be- 
tween the states but not of the extent of 
the depreciation at a given time and 
place. 

Moreover, it was said, notice even 
when taken has no other effect than to 
relieve one of the parties to a controversy 
of the burden of resorting to the usual 
forms of evidence. It does not mean that 
the opponent is prevented from disput- 
ing the matter by evidence if he believes 
it disputable. Mr. Justice Cardozo, de- 
livering the opinion, said in part: 

When price lists or trade journals or 
even government reports are put in evi- 
dence upon a trial, the party against whom 
they are offered may see the evidence or 
hear it and parry its effect. Even if they 
are copied in the findings without prelim- 
inary proof, there is at least an opportunity 
in connection with a judicial review of the 


e 


decision to challenge the deductions made 
from them. The opportunity is excluded 
here. The commission, withholding from 
the record the evidential facts that it has 
gathered here and there, contents itself with 
saying that in gathering them it went to 
journals and tax lists, as if a judge were 
to tell us, “I looked at the statistics in the 
Library of Congress, and they teach me, 
thus and so.” This will never do if hear- 
ings and appeals are to be more than empty 
forms. 


Reference was made to the fact that 
regulatory commissions have been in- 
vested with broad powers within the 
sphere of duty assigned to them by law, 
and that much that they do within the 
realm of administrative discretion is ex- 
empt from supervision if constitutional 
restraints have been obeyed. Accord- 
ingly, it was said to follow that the need 
is the more insistent when power has 
been bestowed so freely that the inexor- 
able safeguard of a fair and open hear- 
ing be maintained in its integrity. The 
right to such a hearing is one of the 
“rudiments of fair play” and “there can 
be no compromise on the footing of con- 
venience or expediency, or because of a 
natural desire to be rid of harassing 
delay” when the minimal requirement of 
the Fourteenth Amendment of the Con- 
stitution has been neglected or ignored. 
Ohio Bell Telephone Co. v. Public Util- 
ities Commission of Ohio. 


Arkansas Department Adopts Rules on Rural 
Electrification 


HE department of public utilities of 
the state of Arkansas, impressed 
with the fact that only a small percen- 
tage of the farms in Arkansas had elec- 
tricity, expressed the belief that to make 
for more orderly and economic develop- 
ment, it should adopt uniform rules and 
regulations covering rural electric ex- 
tensions. The department, after hearing 
the views of electric utility companies, 
adopted standard rules and regulations 
for such extensions. 
The department believed that rural 
electrification should be done on an area 


basis and should cover as much of an 
area as economically feasible, stating: 
The primary reason for developing on an 
area basis is to prevent the selection of the 
very best rural markets, leaving the less 
desirable markets unserved, thereby pre- 
venting some from receiving service for 
some time to come. It believed that if the 
good and the less desirable markets are all 
put together in one project, it is likely that 
a desirable economic unit for rural devel- 
opment can be found. The area basis also 
will prevent unfair competition between 
two or more parties attempting to serve the 
same area. 


The commission’s order requires ap- 
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plications for certificates of convenience 
and necessity for rural line extensions 
and provided for the development of a 
project by a consideration of its eco- 
nomic feasibility as a whole determined 
by the total estimated cost and return 
of the entire project. The rule is adopted 
that development of a rural area should 
be considered economically feasible 
when the estimated monthly revenue of 


the assured customers equals 1} per cent 
of the total construction cost of the line 
extensions, subject to a variation in the 
rule if approved by the department. The 
cost of rural lines is to be borne by the 
utility up to the meter loop serving rural 
customers, except as the department may 
otherwise approve. Re Standard Rules 
and Provisions for Extension of Rural 
Electric Line (No. 185). 


Common Carrier Service under Guise of Contract 
Carriage or Brokerage Business 


COMPLAINT against unauthorized 
A operations as a motor carrier was 
sustained by the Louisiana commission 
where the defendant first alleged that he 
was engaged in the transfer of property 
on the basis of a contract and later con- 
tended that he was acting as a transpor- 
tation broker. The commission held that 
he was acting neither as a contract carrier 
nor a transportation broker but as a com- 
mon carrier. 

The operator of the service had 
contracts with a number of uncertifi- 
cated motor carriers, which contracts 
were signed by him as “broker.” In addi- 
tion he had a number of contracts with 
shippers, which contracts were signed by 
him as “contract carrier.” His method 
of doing business was to accept freight 
from the shippers and issue bills of lad- 
ing on forms bearing his trade name, 
“Modern Motor Transportation Line.” 
He then turned the business over to one 
of the motor carriers. 

The contracts, in the opinion of the 
commission, fell far short of the qualifi- 
cation of contracts which would attach 
the character of contract carrier to the 
operator. In fact some of the contracts 
covered one specific movement and re- 
quired the operator to move the shipment 
within the space of two days. It was said 
that a bill of lading issued by any com- 
mon carrier did as much. Any bill of 
lading is itself a contract of carriage and, 
it was said, differs in no essential from 
the purported contracts produced before 
the commission. The state commission 
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made the explanation which follows: 


Courts and commissions throughout the 
country have from time to time defined a 
common carrier and a private contract car- 
rier. These definitions have differed in 
some particulars, usually merely in the 
verbiage, but one common idea emerges 
from them all, which is that the principal 
difference between the two is that the pri- 
vate contract carrier exercises a rigid ex- 
clusiveness as to his customers, whereas 
the common carrier serves all alike. The 
mere form of the document which furnishes 
a written record of the transaction of car- 
riage is not governing, nor is it of any par- 
ticular importance. 

And this exclusiveness should bind the 
shipper as well as the carrier. A contract 
which binds the carrier to transport goods 
for the shipper, but does not restrain the 
shipper from patronizing any transporta- 
tion agency he chooses, must of necessity 
leave the carrier free to make other con- 
tracts; and thus the differentiating charac- 
teristic of exclusiveness is destroyed. 


The commission was of the opinion 
that if there was a valid brokerage busi- 
ness conducted, the two parties between 
whom the negotiations would be con- 
ducted would be the shipper and the car- 
rier, and if the brokerage operations were 
bona fide, the defendant would bring the 
shipper and the carrier together and they 
would then make a bargain or contract 
for transportation. The operator was 
held not to be a broker but obviously a 
carrier. It was said that if a person un- 
der the guise of a broker, taking under 
his wing any number of so-called con- 
tract carriers, could function as a com- 
mon carrier, he could usurp the statutory 
duty and authority of the commission and 
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by merely “contracts” place in operation 
upon the highways any number of truck 
operators; or by denying such “con- 
tracts” bar them from operation. Thomp- 


son, Trustee, Missouri Pacific Railroad 
Co. et al. v. Seither, doing business as 
Modern Motor Transportation Line 
(No. 2598, Order No. 1849). 


e 


Credit Adjustment on Change in Gas Rate 
Classification 


gy New York commission has no 
jurisdiction to award reparation for 
overcharges, but in a recent controversy 
concerning charges for gas and alleged 
discrimination the commission decided 
that a credit adjustment should be given 
to a customer in accordance with the 
company’s practice for a period preced- 
ing an application for change to a chosen 
gas rate schedule. The company, in 
denying such an adjustment, was held 
to have discriminated. The commission 
ruled that such a credit adjustment is 
not a refund. 


The matter came before the commis- 
sion on complaint by a customer that the 
company had discriminated against him 
in billing for gas service and that he was 
entitled to a refund for overcharges. A 
retail gas rate schedule was advantage- 
ous to the customer when he consumed 
less than 50,000 cubic feet per month, 
while consumption in excess of that 
amount would make it advantageous to 
take service under a wholesale rate 
schedule. The company had adopted the 
practice of billing under the retail sched- 
ule for a period of three months after 
application was made for service under 
the wholesale classification. The com- 
pany then would make a rate adjustment 
for the three-month period if the cus- 
tomer’s consumption justified service at 


wholesale. In the particular case under 
consideration company representatives 
had for sometime tried to arrange fora 
change to the wholesale schedule but did 
not get the customer’s application until 
after he had paid rates at retail for a con- 
siderable period of time. 

The commission upheld the company 
in its contention that it was not the duty 
of the utility to place its customers upon 
the most advantageous rate when it had 
thoroughly explained the situation to the 
customer. It was said that as the result 
of the customer’s failure to sign a con- 
tract for the wholesale classification 
the company could only bill him under 
the retail rate, but it must not discrimi- 
nate in making the change when re- 
quested. Commissioner Van Namee 
said: 

. at the present time at least, the law 
does not place a burden upon the company 
in this respect. It is the duty of the com- 
pany to make available its schedules and 
classifications and to explain to various 
customers the advantages of various rates 
but the final decision as to which rate the 
customer shall be served under should 
remain with the customer himself because 
he is the only one who is in a position to 
know the facts which will enable him to 
decide what for him is the most advan- 
tageous rate. 


Novin v. Consolidated Edison Co. of 
New York, Inc. (Case 9092). 


e 


Valuation Policy in Missouri 


DIFFERENCE of opinion has devel- 
A oped among the members of the 
Missouri commission as to whether a 
finding of fair value of utility property 
used and useful should be made when it 
is evident that no rate reduction can be 
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ordered as the result of a rate investi- 
gation. The majority in such a case de- 
termined fair value and an allowance for 
depreciation. No determination was 
made as to rate of return. Two com- 
missioners, dissenting, criticized the ac- 
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tion of the commission in making a de- 
termination of fair value, Commissioner 
Anderson stating : 


Since there could be no rate reduction in 
this cause of action it is evident that the 
commission should determine annual de- 
preciation annuity but there should not have 
been any finding of a fair value of the used 
and useful property and any and all records 
offered in evidence and any and all records 
made by the engineering department and 
accounting department should have been 
made as permanent records in this cause of 
action and maintained by the commission as 
information for any use that it might de- 
sire to use the same for in the future 
whether as to statutory rate complaints or 
security issues, and it should accordingly 
have been so ordered. 


The commission took into considera- 
tion market value of land, estimated 
original cost of the property, estimated 
cost of reproduction, and cost of repro- 
duction less depreciation of the facilities 
used and useful in rendering service, 
together wth overheads, working capital, 
materials and supplies, and intangible ele- 


ments of value. No separate allowance 
was made for going concern value or for 
cost of financing. 

The commission allowed for over- 
heads, 3 per cent for preliminary organi- 
zation, legal, and miscellaneous construc- 
tion expenses ; 5 per cent for engineering 
and superintendence; and 6 per cent 
interest during construction for a period 
of one year on the assumption that ex- 
penditures would be distributed uni- 
formly over that period, thus making an 
allowance of 3 per cent for this item. 

Overhead items were depreciated ex- 
cept preliminary organization, legal and 
miscellaneous expenses. The commission 
was of the opinion that such expenses 
“are related to the corporate structure 
and not to the physical property.” 

No allowance was made for a manage- 
ment fee paid to an affiliated company 
since there was not sufficient evidence to 
verify thecostoftheservice. Public Serv- 
ice Commission of Missouri v. Ozark 
Utilities Co. (Case Nos. 6841, 8364). 


e 


Court Must Not Invade Province of Commission 


CALIFORNIA district court of appeal 
granted a writ of prohibition to 
prevent a superior court from proceeding 
with an injunction action instituted for 
the purpose of restraining the issuance of 
stock after a stock issue had been author- 
ized by the state commission. Pullen, Pre- 
siding Judge, made the following ex- 
planation : 


The railroad commission is vested with 
the power and jurisdiction to supervise and 
regulate public utilities and to do all things 
necessary or convenient to the exercise of 
that power, and having assumed to act in 
a particular case, the courts are deprived of 
jurisdiction. 


Vallejo Bus Co. v. Superior Court in and 
for Solano County (65 P. (2d) 86). 


= 


Commission Assumes Jurisdiction over Municipal Water 
Service outside City Limits 


COMPLAINT by customers of the 
Denver municipal water plant that 
service had been unlawfully discon- 
tinued was sustained by the Colorado 
commission and restoration of service 
was ordered over objections by the mu- 
nicipality that it was not operating as a 
public utility outside of the municipal 
limits, that the commission had no juris- 
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diction, and that its constitutional rights 
would be invaded if restoration were 
ordered. 

The commission referred to its earlier 
decision in Star Investment Co. v. City 
and County of Denver (1919), P.U.R. 
1920B, 684, where it was held that the 
city and county of Denver and the board 
of water commissioners, in serving cus- 
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tomers with water beyond the city limits, 
became a public utility and subjected 
themselves to the jurisdiction of the com- 
mission. This case was said to be upon 
“all fours” with the instant case unless 
it might be distinguished upon the theory 
that the municipal officials, by requiring 
the execution of certain agreements, had 
removed themselves from a public utility 
status. Such agreements purported to re- 
serve to the municipality the right to 
discontinue service to outside customers. 
The commission, however, held that they 
could not by such an arrangement change 
the status of the plant from that of a 
public utility to that of a private con- 


e 


Other Important Rulings 


vip Wisconsin commission in order- 
ing the construction and operation 
of a physical connection between rail- 
road tracks refused to recognize a con- 
tention that a decision of the supreme 
court of Wisconsin on the commission’s 
jurisdiction was no longer in effect be- 
cause the Supreme Court of the United 
States would reverse its holding by rea- 
son of a subsequent decision of the Fed- 
eral Supreme Court involving a similar 
Federal statute. The commission said 
that the fact remained that the ruling had 
not been overruled and was still the law 
of the state. Wisconsin Power & Light 
Co. v. Chicago & North Western Rail- 
way Co. (2-R-574). 


The supreme court of Mississippi 
held that the rule that a customer 
using electric current is not entitled to 
have his unpaid bills paid from the sum 
deposited to guarantee unpaid bills and 
have continuance of service thereafter 
does not control in determining the cus- 
tomer’s rights in reference to the accumu- 
lated and past-due interest on such de- 
posit. The court ruled that when there 
was accumulated interest to which the 
customer was entitled, such accumula- 


tractor in its outside service. Moreover, 
the commission referred to the rule that 
public utilities cannot limit their obli- 
gations by such contracts with cus- 
tomers. 

Whether ornottheaction of themunic- 
ipality in becoming a public utility in its 
outside water service was ultra vires, it 
was held, need not be determined by the 
commission. Such a defense, it was said, 
is not available since, under the law, when 
a municipal plant is actually engaged in 
such service its rates and service are 
necessarily subject to supervision. Re 
City and County of Denver (Case No. 
1994, Decision No. 9832). 


tion, if sufficient to pay bills for service 
rendered, must upon demand of the cus- 
tomer be applied to such payment instead 
of the company’s denying service. Do- 
herty v. Miss. Power Co. (173 So. 287). 


The supreme court of Oklahoma, in 
reversing a commission order denying 
permission to substitute a caretaker or 
merchant agent for a regular station 
agent, held that it was not reasonable to 
require maintenance of a full time agency 
station when the cost of such service was 
out of proportion to the revenue derived 
from that portion of the traveling public 
benefited thereby, especially where a sub- 
stitute service might be provided which 
would afford the same essential service 
but with less convenience. Kurn et al. v. 
State (66 P. (2d) 52). 


The Wisconsin commission authorized 
an unprofitable water main extension by 
a municipal water plant in view of the 
fact that it was an unemployment relief 
project, but the commission stipulated 
that the city agree to waive consideration 
in the fixation of rates of the consequent 
increase of cost of service to the utility. 
Re Manitowoc (CA-264). 


Note.—The cases above referred to, where decided by courts or regulatory commissions, 
will be published in full or abstracted in Public Utilities Reports. 
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TWENTY-FIVE CUSTOMERS v. BROOKLYN EDISON CO., INC. 


NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Twenty-five or More Customers or 
Purchasers of Electricity 


Brooklyn Edison Company, Incorporated 


[Case No. 8945.] 


Rates, § 81 — Powers of Commission — Separate rates for residential and com- 
mercial services. 

1. The Commission has the right to permit separate electric rates for resi- 
dential and commercial services, p. 244. 

Discrimination, § 62 — Electric rates — Multiple services. 
2. The practical effect of combining the uses of two residences is to start 
the bill for one residence in the low rate block, thus avoiding the initial 
charge and higher blocks ; and this would be inequitable and unjust to other 
residential users who have separate bills, each bill starting with the relative- 
ly high initial unit charges in order to meet each customer’s demand and 
customer costs, p. 244. 


Discrimination, § 99 — Electric rates — Demand — Residential and commercial 
— Multiple dwellings. 
3. Differentials in rates between residential and commercial schedules were 
held not to be unjust or inequitable and not to constitute undue discrimi- 
nation in the case of customers, many of whom owned 4-family dwellings 
and resided in them and had residential service to their own apartment com- 
bined with service to halls and cellar under the general rate, in view of the 
difference in diversity, the time of maximum demand of residential users 
as opposed to that of commercial customers, and other points of differ- 
ence, p. 244. 


§ 351 — Electric — Residential and commercial. 
Statement that the practice of establishing rates for residential electric 
service separate from rates for general (commercial) service rests upon 
the theory that generally there are marked differences between the charac- 
teristics of residential use and commercial use which affect the costs of 
furnishing these services, p. 244. 
§ 324 — Electric — Diversity factor — Definition. 
Definition of diversity as the ratio of the sum of the individual maximum 
demands of the various customers of a system or part of a system to the 
maximum demand of the system or part under consideration, p. 245. 
{April 7, 1937.] 
OMPLAINT against electric utility alleging discrimination 
between residential and commercial customers; dismissed. 
241 18 P.U.R.(N.S.) 





NEW YORK DEPARTMENT OF PUBLIC SERVICE 


APPEARANCES: Whitman, Ran- 
som, Coulson & Goetz (by Jacob H. 
Goetz and Richard Joyce Smith), 
New York city, Attorneys for the 
Brooklyn Edison Company, Inc.; A. 
Augustus Low, Brooklyn, Executive 
Vice President of the Brooklyn Edi- 
son Company, Inc.; Mathias Naph- 
tali, New York city, Attorney for 
the complainants. 


Van NAMEE, Commissioner : Hear- 
ings on the above-entitled matter were 
held before me on November 13, De- 
cember 8, 18, 21, 1936, those above 
named appearing. 

Twenty-five and more customers of 
the Brooklyn Edison Company com- 
plain to the Commission, alleging that 
they suffer from an unjust and unrea- 
sonable discrimination in being com- 
pelled by the existing schedules of the 
company to take service under Classi- 
fication No. 2 of the company’s sched- 
ules and cannot take service under 
Classification No. 1, the rates under 
such classification being substantially 
lower than those under Classification 
No. 2. 

Most of the complainants own 4- 
family dwellings and reside in them 
and have the residential service to their 
own apartment combined with service 
to halls and cellar under the general 
rate. Some receive service for other 
than multiple dwelling use, service be- 
ing rendered to grocery, drug stores, 
or other retail business on the ground 
floor of the building. 


Rates. 

Classification No. 1 is the residen- 
tial schedule. 

“Applicable to use of service for 
light, heat, and power, when supplied 
directly by the company to any single- 
18 P.U.R.(N.S.) 


family dwelling or building or to any 
individual flat or apartment in a mul- 
tiple-family dwelling or building or 
portion thereof occupied as the home, 
residence, or sleeping place of one or 
more persons.” 

“Electricity will not be supplied un- 
der this service classification and is 
not available: 

“(1) Except for residential prem- 
ises and uses as hereinabove defined. 

“(2) Where any part of a build- 
ing, house, flat, or apartment, occu- 
pied as a home, residence, or sleeping 
place by one or more persons, is also 
used for the conduct of business or 
any activity nonresidential in charac- 
ter as defined, unless the wiring is 
separate and the part devoted to such 
nonresidential purposes is metered 
separately and billed under another 
and appropriate service classification. 

“(3) For multiple-dwellings (such 
as residential hotels and furnished 
apartments) where the business of 
renting rooms, either with or without 
meals or service, is carried on, except 
where the electric service is rendered 
by the company directly to the resi- 
dent-tenant. 

“(4) For multiple-dwelling _ hall 
lighting, pumping, central refrigera- 
tion, water-heating, or elevator oper- 
ation. 

“(5) Where the company’s service 
and supply of electric energy, under 
this classification, in or to any build- 
ings or premises or to the owner, 
agent, or lessor, or to any tenant or 
occupant thereof, is or will be fur- 
nished otherwise than directly to such 
owners, agents, lessors, tenants, or 0c- 
cupants as customers of the company, 
through the company’s individual me- 
ters, upon the individual application 
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of such owners, agents, lessors, ten- 
ants, or occupants to the company, up- 
on the forms of application prescribed 
in this rate schedule ; it being provided 
that the company’s service will be sup- 
plied under this service classification 
only on condition that electric service 
furnished to such building or prem- 
ises or to the owner, agent, or lessor, 
or to any tenant or occupant thereof, 
is for its (his, her, or their) own use 
and will not be remetered (or sub- 
metered ) or resold, assigned, or other- 
wise disposed of to another or others.” 


The rates under Service Classifica- 
tion No. 1 were, at the time of the 
complaint and hearings, as follows: 
[Schedule omitted. ] 


Special provisions prohibit the use 
of service and electric energy supplied 
thereunder for submetering, resale, or 
other disposition to others provided 
that service and electric energy may be 
supplied to owners or operators of 
hotels, boarding houses, or rooming 
houses for the servicing of rooms for 
the occupants thereof, and also pro- 
vided that customers whose supply for 
a 12-month period is less than 75,- 
000 kilowatt hours may redistribute 
electric energy to any tenant without 
reselling, making a separate charge 
for, or submetering, the electric en- 
ergy. 


Bills under 
S.C. No. 1 


(Residential 
Service) 


Kw. Hrs. 


Consumption 
Per Month 


Bills under S. C. No. 2 
(General Service) 
Demand of 
3 Kw. or less 
$ .90 on $ 
1.45 ns 
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The rates under Service Classifica- 
tion No. 2 were at the time of the com- 
plaint and hearings, as_ follows: 
[Schedule omitted. ] 

Since the conclusion of the hearings 
in this proceeding, the company in co- 
Operation with the Commission has re- 
duced the energy rate for the first 
block in each service classification to 
90 cents per month, and has also re- 
duced the demand charges for blocks 
after 15 kilowatts and the energy 
charges for blocks after 6,000 kilo- 
watt hours of monthly consumption 
under Service Classification No. 2. 

Separate classifications for residen- 
tial and for commercial services were 
made effective by the company June 
25, 1931, and the same rates were put 
into effect in all territory in New York 
city of the Consolidated Edison Sys- 
tem within a few months thereafter. 
These services had been furnished un- 
der one classification. Since then 
residential rates have been the same 
throughout New York city, exclusive 
of Staten Island, and the area served 
by the Queens Borough Co. and the 
charges for general commercial serv- 
ice have also been uniform. A com- 
parison of charges under the existing 
rates follows for consumptions which 
cover the general range of usage by 
the complainants : 


Excess of S. C. No. 2 
over S. C. No. 1 


Demand 
of 5 Kw. 


O a 


Demand of 
3 Kw. or less 


Demand 
of 5 Kw. 


05 


3.10 


5.75 
10.75 , 3 
15.75 , 6 
20.75 f 
25.75 1 
48.75 2 
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1, - 
; 8.80 
' 11.80 
9. 14.80 
2. 17.80 
5. 30.80 
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These charges for residential serv- 
ice were made effective January 1, 
1937, and those of general service be- 
came effective February 1, 1937. They 
are 10 cents lower than the rates in 
effect at the time of the complaint and 
the hearings, with the excess, how- 
ever, being unchanged. 

[1] The complainants assert that 
the higher charges are unjust and un- 
reasonable and contrary to § 65 of the 
Public Service Law. Subdivision 1 of 
§ 65 of the law contains this provi- 
sion: 

oh All charges made or de- 
manded by any such gas corporation, 
electrical corporation, or municipality 
for gas, electricity, or any service ren- 
dered or to be rendered, shall be just 
and reasonable and not more than al- 
lowed by law or by order of the Com- 
mission. . . .” 

Subdivision 5 of § 65 of the law 
provides : 

“Nothing in this chapter shall be 
taken to prohibit a gas corporation or 
electrical corporation from establish- 
ing classifications of service based up- 
on the quantity used, the time when 
used, the purpose for which used, the 
duration of use, or upon any other rea- 
sonable consideration, and providing 
schedules of just and _ reasonable 
graduated rates applicable thereto. No 
such classification, schedule, rate, or 
charge shall be lawful unless it shall 
be filed with and approved by the Com- 
mission, and every such classification, 
rate, or charge shall be subject to 
change, alteration and modification by 
the Commission.’ 

The establishment of rates for resi- 
dential service separate from rates for 
general (commercial) service is a com- 
mon practice in New York state and 


in many other parts of the country, 
This practice rests upon the theory 
that generally there are marked dif- 
ferences between the characteristics of 
residential use and commercial use 
which affect the costs of furnishing 
these services. 

There appears to be no question 
that the Commission has the right to 
permit separate rates for residential 
and commercial services. This au- 
thority has not been seriously chal- 
lenged. Although early in the pro- 


_ ceedings the petitioners stated they 


thought that rates for these services 
should be the same, later in the hear- 
ings and also in their brief filed after 
the close of hearings they shifted their 
contention that there should be no dif- 
ference between residential and com- 
mercial rates to the position that the 
present difference is excessive. 


[2, 3] The higher charges of Serv- 
ice Classification No. 2 over charges 
of Classification No. 1 as shown in the 
preceding table for consumptions of 
200 kilowatt hours and over and for 
demands over 3 kilowatts, are theoreti- 
cal to the extent that only a very small 
fraction of the residential customers 
have such large consumptions and de- 
mands. Probably less than one per 
cent of these consumers have an aver- 
age monthly consumption of 200 kilo- 
watt hours or more and less than one 
tenth of one per cent have monthly 
consumptions of 500 kilowatt hours 
and over. Likewise, demands of few 
residential users exceed 3 kilowatts. 

The company testified that it had no 
allocations to compare cost of sup- 
plying customers under Classifications 
Nos. 1 and 2 and that it would be an 
impossible task to collect such data. In 
constructing a rate the company stat- 


18 P.U.R.(N.S.) 244 





T 


ed tl 
can | 
this 

istin; 
be as 


resid 
have 
ly fe 
$9,27 
servi 
the b 
the t 
basis 
the r 
great 
cent 1 
1, 19. 
500,5 
serve 
tion | 
denti 
er cus 
ing tc 
recen! 
the f 
York 
Pu 
whet 
nate 
Classi 
charg 
same | 
ignori 
nish t 
chara 
contet 
drasti 
1 Div 
the sun 
of the 


of a sy 
System 


TWENTY-FIVE CUSTOMERS v. 


ed that the amount of reduction that 
can be given is first determined and 
this reduction is worked into the ex- 
isting rate so that the new rate will 
be as promotional in form as possible. 


Reduction in rates. 

The reductions made from time to 
time since the establishment in 1931 
and 1932 of separate classifications for 
residential and commercial services 
have totaled about $9,716,000 annual- 
ly for residential service, and about 
$9,277,000 annually for commercial 
service for the 5-system companies on 
the basis of the volume of business at 
the time of the reductions. On the 
basis of the present volume of business 
the reductions would be substantially 
greater. These figures include the re- 
cent reduction made effective January 
1, 1937, and February 1, 1937, of $1,- 
500,500 for customers presently 
served under Commercial Classifica- 
tion No. 2 and $2,073,000 for resi- 
dential customers. Reductions to oth- 
er customers were also made, amount- 
ing to $3,019,580. The total of these 
recent reductions was $6,593,080 for 
the five system companies in New 
York city. 

Purely aside from the question of 
whether it would be equitable to elimi- 
nate the difference between Service 
Classifications Nos. 1 and 2, thereby 
charging residential customers the 
same rate as commercial customers and 
ignoring differences in costs to fur- 
nish these services caused by different 
characteristics of use, the company 
contended that its revenue would be 
drastically reduced beyond a fair re- 


BROOKLYN EDISON CO., INC. 


turn if it were to make Service Classi- 
fication No. 1 available to commercial 
customers. The annual revenue loss 
to Brooklyn Edison Company would 
be about $5,000,000, and if this policy 
were followed throughout New York 
city the annual revenue loss to the sys- 
tem companies would approximate 
$23,000,000 on total present annual 
revenue of $47,884,999 from Service 
Classification No. 2. 


Characteristics of residential and com- 
mercial services. 

The company claims that residential 
users, as a class, have a much higher 
diversity’ of use as compared with 
commercial users. Furthermore, the 
maximum demand of residential users 
often occurs during periods when the 
total demand of the system is relative- 
ly small and there is available spare 
equipment to handle the maximum res- 
idential demand, while the maximum 
demand of commercial users often oc- 
curs at or near the time of greatest 
total demand on the system, thereby 
requiring the installation of more ad- 
ditional equipment than is required to 
supply residential service. Because of 
this greater diversity in the residential 
class residential users can usually make 
additions to their equipment without 
requiring as much additional invest- 
ment by the company as if a commer- 
cial user added the same equipment. 

These characteristics of use have 
been recognized by the Commission in 
proceedings antedating the present 
one. (See opinion of the Commission 
in Case No. 6367, dated June 2, 1931 
[P.U.R.1931C, 337].) They mean 





1 Diversity may be defined as the ratio of 
the sum of the individual maximum demands 
of the various customers of a system or part 
of a system to the maximum demand of the 
System or part under consideration. 
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Demand is the amount of power delivered 
or received at the receiving terminals averaged 
over a specified interval of time. Demand is 
expressed in kilowatts, kilovolt amperes, am- 
peres, or other suitable units. 
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that usually the same number of kilo- 
watt hours can be furnished residential 
users at less cost than the same kilo- 
watt hours can be supplied to commer- 
cial users. The company introduced 
several exhibits to show that these dif- 
ferent characteristics of residential and 
commercial usage exist in its territory. 

Daily load curves of residential cus- 
tomers were compared with load 
curves of commercial customers, the 
customers being taken from many 
parts of the company’s territory. The 
diversity between the load of the resi- 
dential customers at the time of the 
system peak load, about 5 Pp. M., and 
their maximum coincident load which 
occurred some time later in the even- 
ing, varied from 1.19 to 1.58. That 
is, these customers were using at the 
time of the system peak load only from 
63 per cent to 84 per cent of their max- 
imum coincident requirements. 

The situation for the commercial 
customers was quite different. Their 
maximum coincident demands oc- 
curred at the same time as the maxi- 
mum demand on the entire system, so 
that the company had to have available 
sufficient equipment to handle their 
maximum coincident requirements at 
the same time that it was taking care 
of the remaining peak demands on it. 

These comparisons of diversity are 
on the basis of the customers’ maxi- 
mum coincident requirements. If the 
comparison is made using maximum 
noncoincident demands the difference 
between residential and commercial 
customers’ diversity was shown to be 
much greater. On this basis the di- 
versity was 2.22 for residential cus- 
tomers and 1.06 for commercial. 
That is, the residential customers were 
using at the time of the system peak 
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demand only 45 per cent of the maxi- 
mum sum of their individual demands, 
while the commercial customers were 
using 94 per cent. 


Usage of complainants. 

In discussing the usage of the com- 
plainants the company did not submit 
any load curves or specific diversity 
data for them, but described the num- 
ber and sizes of electric lamps in use 
by several of them and the appliances 
they used. The company’s testimony 
apparently was designed to show that 
the petitioners were properly classified 
as commercial consumers and _ that 
their service is typical of the small 
consumer being served under Service 
Classification No. 2. 


The petitioners did not contend that 
they were improperly classified as 
commercial customers under the pres- 
ent provisions of Service Classifica- 


tions Nos. 1 and 2, nor does there ap- 
pear to be any question that they are. 
The testimony showed that one com- 
plainant is a doctor with his office in 
his home, that five are proprietors of 
stores with no service through those 
meters for residential purposes, that 
the other complainants have hall lights 
of multiple family dwellings connected 
to their meters, that some of these 
others have additional general uses, 
and that two have loads of more than 
3 kilowatts at times, which require the 
installation of demand meters. 

Each petitioner with public hall 
lighting may obtain the residential 
rate for his apartment by having the 
wiring for the public hall and the 
apartment separated, leaving the hall 
service on the commercial rate. If 
this were done, bills in many instances 
might be increased, however. The 
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following table compares charges 
when all service is under the commer- 
cial rate with total charges when only 
hall lighting and other general service 
is under the commercial rate and the 
apartment use is under the residential 
rate : 


BROOKLYN EDISON CO., INC. 


general uses, was unjust and discrimi- 
natory, although the classification was 
in accordance with provisions of the 
company’s schedule. All consumption 
for these purposes of a single family 
is included with the family’s other us- 
age under the residential rate. In a 


Comparison of Charges for Service Partly under Residential and Partly under Commercial 
Rates, with Charges for All Service under Commercial Rate 


MontTHLy BILLs 


Apartment Hall Lighting 
Lighting and and General 


Appliances 
under 
Residential 
Rate 


Monthly Service 
Apartment lighting and appliances 
Sk ere ner ‘ 
above with hall lighting and other 
general service of 
25 kw. hr. 
75 kw. hr. 
150 kw. hr. 
Apartment lighting and appliances 
of 85 kw. hr. 
above with hall lighting and other 
general service of 
25 kw. hr. 
75 kw. hr. 
150 kw. hr. 


Apartment lighting and appliances 
Or Te Be sadist dsiceseseceene ° 
above with hall lighting and other 
general service of 
25 kw. hr. 
75 kw. hr. 
150 kw. hr. 


When the total consumption is small 
to moderate in amount it is cheaper to 
have all service under the commercial 


rate. This is the situation for most of 
the complainants according to testi- 
mony. For larger consumptions it 
may be cheaper to put only the hall 
lighting and general service on the 
commercial rate and the apartment 
use on the residential rate. 


Discussion. 

The complainants contended that 
classification of them as commercial 
customers, because of their hall light- 
ing, central heating motors, and other 
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All Service 
under the 
Commercial 
Rate 


Total 
of Two 
Separate 

Bills 


Service 
under 
Commercial 
Rate 


6.25 
8.75 
12.50 


5.45 


1.73 
4.48 
8.25 


8.25 
10.75 
14.50 


9.93 
13.70 
large residence or an estate even eleva- 
tor service and street lighting may be 
included. The situation is different in 
both theory and practice, however, 
when such uses exist for raore than 
one family and all such use is added 
to the consumption of one apartment, 
which is the situation for many of the 
petitioners. 

Residential rates are constructed on 
the basis of the use for each residential 
customer being metered separately 
from the consumption of other cus- 
tomers on the rate. The quick drop 
to low kilowatt-hour charges is based 
on the high diversity of residential 
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customers in these blocks and the as- 
surance that their simultaneous de- 
mand will be low. When the usage 
of two residences is combined the prac- 
tical effect is to start the bill for one 
residence in the low rate block, thus 
avoiding the initial charge and high 
blocks. This would be inequitable and 
unjust to other residential users who 
have separate bills, each bill starting 
with the relatively high initial unit 
charges in order to meet each custom- 
er’s demand and “customer” costs. 
The complainants suggested at the 
conclusion of their brief that the Com- 
mission order that the service fur- 
nished for public hall lighting and oth- 
er uses in a multiple dwelling housing 
not more than six families, be fur- 
nished under the residential rate. 
They did not give any specific reason 
for suggesting that such separation be- 
tween residential and commercial use 
be drawn at dwellings of not more than 
six families. If such a separation is 


made could not patrons in 8-family 
dwellings contend that the character 
of their hall lighting and other general 
usage was essentially the same as such 
consumption in 6-family dwellings? 
If any separation into residential and 
commercial service is made for such 


‘usage, might not a complaint arise 


wherever the line is drawn? 

Considering the difference in diver- 
sity, the time of maximum demand of 
residential users as opposed to that of 
commercial customers and the other 
points of difference brought out at the 
hearings, I feel that the differentials 
in rate between the residential and 
commercial schedules are not unjust 
or inequitable and do not constitute 
undue discrimination. 

The petition should therefore be de- 
nied and the case should be closed on 
the records of the Commission. 

A proper order is hereunto attached. 


All concur. 





COLORADO SUPREME COURT 


Robert L. Burnside et al., Doing Business 
As Elliott Tours et al. 


Vv 


Regents of University of Colorado 


[No. 13842.] 
(— Colo. —, 64 P. (2d) 1271.) 


Certificates of convenience and necessity, § 53.1 — When required — Sightseeing 
motor bus tours — Operation by state university. 

Operators of motor bus service in the vicinity of national parks under cer- 

tificates of public convenience and necessity from the Commission are 
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not entitled to an injunction restraining operation of motor busses by the 
regents of the state university for failure to comply with the public utility 
laws of the state, where the National Park Service, the state Commission, 
and the regents have determined that such operation is proper, the Com- 
mission stating that it has no jurisdiction. 


[February 1, 1937.] 


| sagjeon of judgment dismissing injunction suit to restrain 
operation of sightseeing motor busses by state wniversity; 
judgment affirmed. 


APPEARANCES: W. F. Robinson, 
Jr., Warren K. Robinson, and Lewis 
A. Dick, all of Denver, for plaintiffs 
in error; Paul P. Prosser, Attorney 
General, Charles Roach, First Assist- 
ant Attorney General, and Pierpont 
Fuller, Jr., Assistant Attorney Gen- 
eral, for defendants in error. 


BAKKE, J.: In this case plaintiffs 
in error, who were plaintiffs below, 
sought to enjoin the Regents of the 
University of Colorado from operat- 
ing four motor busses, which the 
plaintiffs claimed were being operated 
by the university without complying 
with the public utility laws of Colo- 
tado. The regents defended by say- 
ing that the operation of said busses 
was merely incidental to the general 
educational program of the university, 
and that because they exercise a sov- 
ereign power of the state the public 
utility law is not applicable to them. 
In addition to the injunction the plain- 
tiffs also asked damages in the sum 
of $30,000, to which plea an oral de- 
murrer was interposed by the defend- 
ants and sustained. On a trial of the 
merits of the case the trial court found 
for the defendants and dismissed the 
petition, and plaintiffs assign error, 
both on the question of damages and 
injunctive relief. 
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¥ 


The plaintiffs, of whom there were 
about a dozen, all operated automo- 
biles or busses for sightseeing pur- 
poses in the vicinity of Boulder and 
Rocky Mountain National Park un- 
der certificates of public convenience 
and necessity from the Public Utili- 
ties Commission of Colorado (desig- 
nated P. U. C.), and they are here 
complaining, because they say that 
the operation of the busses by the 
university is injuring their (plain- 
tiffs’) business, and because the re- 
gents have never complied with the 
laws of Colorado governing public 
utilities. 

It appears that the university has 
been conducting its summer school 
as an integral part of its educational 
program since 1904, In later years 
the summer school has grown to be 
one of the largest in the country. 
There is no doubt but what the adver- 
tising put out by the university telling 
of its scenic and climatic advantages, 
and informing prospective students 
that university tours are conducted for 
them has contributed very definitely to 
the development of the summer school 
to its present size. 

It appears that the university is op- 
erating those busses under a statement 
from the P. U. C. made in October, 
1931, under which the P. U. C. ruled 
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that the university was not subject to 
its regulations because the university 
was a state agency and not subject to 
the Commission’s jurisdiction. 

It further appears that the universi- 
ty carries public liability insurance on 
the busses it operates, and that in so 
far as the busses are operated in Rocky 
Mountain National Park that they 
are specifically exempted from the 
rules and regulations of the National 
Park Service governing “commercial” 
vehicles. “When the trip to a park 
or parks is institutionally organized 
and directed and is not a private enter- 
prise for which passengers are solicit- 
ed for the profit of the organization 
and/or the transportation operator,” 
it is not considered commercial. 

The Constitution of Colorado, 
§ 14, Art. 9, provides: “The board 
of regents shall have the general su- 
pervision of the university, and the ex- 
clusive control and direction of all 
funds of, and appropriations to, the 
university.” 

It goes without saying that the re- 
gents of the university found and de- 
termined that the operation of these 
four busses was a necessary incident 
to the more successful operation of 
its summer school, not from the stand- 
point of financial profit to itself, but 
in order that the students who come 
from all over the country may have a 
better opportunity to see, study, and 
appreciate our state’s superior climatic 
and scenic advantages. 


Thus it appears that the constitu- 
tional body which governs the uni- 
versity and creates, directs, and super- 
vises its educational policy has deter- 
mined the propriety of the operation 
of these busses in connection with the 
summer school. This position has 
been concurred in by the National 
Park Service, and the P. U. C. said 
it had no jurisdiction. 


Assuming that the latter two were 
not in agreement with the regents on 
the legal result, there might be some 
question as to whether this court 
should substitute its opinion for that 
of the regents, but with the two other 
administrative agencies joining with 
the regents as to the legality of the 
operation of the busses, as outlined, 
all doubt is removed as to the duty of 
this court. We should not and do not 
disturb their findings. 

The attempt on the part of the plain- 
tiffs to establish as a matter of fact 
that the university was appealing to 
the general public for passengers 
failed, and we accept the finding of 
the trial court on that issue. 

Having thus decided that the uni- 
versity was within its legal rights, 
the question of damages becomes im- 
material and will not be considered. 


The judgment of the trial court was 
correct, and it is hereby affirmed. 


Burke, C. J., and Hilliard, J., con- 
cur. 
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RE APPALACHIAN ELECTRIC POWER CO. 


WEST VIRGINIA PUBLIC SERVICE COMMISSION 


Re Appalachian Electric Power Company 


[Case No. 2493.] 


Intercorporate relations, § 1 — Operation of facilities jointly — Advance consent. 
1. A public utility company operating over a wide area may be given consent 
in advance to operate its facilities jointly with those of other utilities, such 
authority being limited to routine matters and transactions and not to be 
construed as giving the approval of the Commission to any specific joint 
use of facilities, p. 253. 


Consolidation, merger, and sale, § 61 — Advance approval — Routine matters. 

2. A public utility company operating over a wide territory may receive 
advance authority to acquire small parcels of real estate necessary in the 
conduct of its business and to dispose of like parcels that have become 
unnecessary when such transactions are advantageous to it or will aid in 
the economical operation of its property, and to acquire rights of way, 
easements, permits, and licenses necessary and essential in the conduct 
of its business and to dispose of such rights, provided, however, that such 
authority applies only to routine matters and transactions and that the au- 
thority be not construed as giving Commission approval to the purchase 
price or price received, or the terms and conditions thereof, p. 253. 


Intercorporate relations, § 18.1 — Acquisition of securities. 

3. A public utility company which had acquired at par value and pledged 
under its mortgage and deed of trust issued and outstanding stocks and 
bonds of wholly owned subsidiaries and which had issued bonds therefor, 
pursuant to mortgage and deed-of-trust requirements that all future securi- 
ties issued by such subsidiaries must be acquired and pledged under the 
mortgage and deed of trust, was authorized in advance to acquire the stocks 
and bonds of such subsidiaries and to pledge them on the mortgage and 
deed of trust, such authority to apply only to routine matters and trans- 
actions and not to be construed as giving Commission approval to the terms 
and conditions of any transactions involving the acquisition of stocks and 
bonds of subsidiaries, p. 253. 


Intercorporate relations, § 19 — Intercorporate loan — Advance authorization. 
4. A public utility corporation was authorized in advance to borrow from 
its parent company such sums as might be required and needed from time 
to time and to repay such loans, and to loan money to wholly owned sub- 
sidiaries as required for the performance of public utility functions, such 
authority applying only to routine matters and transactions and not to 
be construed as giving Commission approval to any specific loan, p. 253. 


Intercorporate relations, § 17 — Affiliated interests — Furnishing of services — 
Advance approval. 

5. A public utility company was authorized to continue an arrangement 

whereby a parent company furnished management, supervisory, purchasing, 

construction, engineering, and similar services, whenever the furnishing 

of such services should be in the usual course of the utility company’s 
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business and necessary and would result in more economical and efficient 
operations, provided that such services should be at the actual cost as 
nearly as could be ascertained without profit to the parent company, it 
being expressly understood that the authority granted should apply only 
to routine matters and transactions and should not be construed as giving 
Commission approval to the terms and conditions of the arrangement when 
the same should arise in any other proceeding, p. 253. 


Consolidation, merger, and sale, § 61 — Approval in advance. 
6. Consent should not be given in advance for a public utility corporation 
to purchase generating plants and distribution systems from public utilities 
or to connect them with the company’s system or to acquire the stocks 
of such public utilities, p. 253. 

Procedure, § 1 — Advance approval of transaction — Public interest. 
7. Advance consent may be given to a public utility company for various 
routine transactions for which Commission consent is required, where to 
require specific consent and approval of small transactions would cause 
the company unnecessary delay and unneeded expense and would require 
a large amount of the Commission’s time in conducting hearings, without 
any advantage or benefit to the public, p. 253. 


[March 23, 1937.] 
P  apoemnggal for consent in advance or exemption from 
certain requirements of the regulatory laws relating to 
Commission approval of transactions; application granted in 
part subject to conditions. 
¥ 


aforesaid, to operate its facilities 
jointly with those of other public 


This pro- 


By the CoMmMISSION : 
ceeding came on to be heard this the 


23rd day of March, 1937, upon the 
application of the Appalachian Elec- 
tric Power Company, a corporation, 
filed December 23, 1936, for consent 
in advance, or exemption, from the 


requirements of clauses (a), (b), 
(c), (e), and (f) of § 12, Art. 2, 
Chap. 24 of the Code of West Vir- 
ginia, 1931, as amended by Chap. 115 
of the Acts of the Legislature of 
West Virginia, Regular Session 
1935, and Sub-Sections (d), (e), 
(f), (h), and (i) of Rule 11 of the 
effective Rules of Practice and Pro- 
cedure of the Public Service Com- 
mission of West Virginia, and par- 
ticularly for consent in advance, or 
exemption, from the requirements of 
said clauses of § 12, Art. 2, Chap. 24 


18 P.U.R.(N.S.) 


utilities; to purchase small isolated 
electric generating plants and distri- 
bution systems and interconnect them 
with its present system; to acquire 
parcels of real estate necessary and 
essential in the conduct of its busi- 
ness; to acquire rights of way, ease- 
ments, permits, and licenses necessary 
and essential in the conduct of its busi- 
ness; to acquire stock of companies 
owning small isolated plants and dis- 
tribution systems; to acquire stocks 
and bonds of subsidiary companies; 
to borrow money from its parent 
company, the American Gas and Elec- 
tric Company; to lend money to its 
wholly owned subsidiaries; and for 
the approval of the arrangement 
whereby the American Gas and Elec- 
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tric Company furnishes it certain 
nanagement, supervisory, purchas- 
ing, construction, engineering, finan- 
cial, and similar services; upon prop- 
er proof of the publication of notice 
of the filing of said application and 
hearing thereon as required by an or- 
der entered herein on December 23, 
1936; upon two letters from J. A. 
Wood of Huntington, West Virginia, 
protesting the granting of the prayer 
of the application; and upon testi- 
mony taken, representations made, 
and exhibits filed at hearings held on 
January 16 and January 19, 1937, 
pursuant to the order aforesaid. 


[1-7] From all of which it doth 
appear : 

(1) That the Appalachian Electric 
Power Company is a corporation or- 
ganized under the laws of the state 
of West Virginia and owns property 
and carries on a public utility busi- 


ness in twenty-one counties in West 


Virginia, owning, operating, and 
maintaining an electric generating, 
transmission, and distribution sys- 
tem ; 

(2) That in carrying on its busi- 
ness above stated it is advantageous 
from time to time that it operate its 
facilities jointly with those of other 
utilities ; 

(3) That in the usual course of its 
business it has numerous transactions 
involving the purchasing, leasing, ex- 
changing, and otherwise acquiring or 
selling and disposing of numerous 
small parcels of real estate, the real 
estate so acquired being necessary and 
essential in the conduct of its business 
and the real estate so disposed of be- 
ing unnecessary in the conduct of its 
business ; 

(4) That from time to time in the 
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usual course of its business it is nec- 
essary to acquire and dispose of 
rights of way, easements, permits, 
and licenses, those so acquired being 
necessary and essential in the conduct 
of its business and those disposed of 
not so necessary ; 

(5) That the applicant has ac- 
quired at their par value, and pledged 
under its mortgage and deed of trust 
to the Bankers Trust Company and 
B. W. Jones, trustee, under date of 
May 1, 1926, all the issued and out- 
standing stocks and bonds of the 
Kentucky and West Virginia Power 
Company, Incorporated, a Kentucky 
corporation, and the Kingsport Utili- 
ties, Incorporated, a Virginia corpo- 
ration, wholly owned subsidiaries of 
the applicant, and that the applicant 
has issued its bonds therefor; that 
under the terms of said mortgage and 
deed of trust all future stocks and 
bonds issued by said subsidiary com- 
panies must be acquired by the appli- 
cant and pledged under said mortgage 
and deed of trust; and that since such 
stocks and bonds are to be so pledged 
by the applicant the public in this 
state will not be adversely affected ; 


(6) That the applicant, as a routine 
transaction in the ordinary course of 
business from time to time in the past 
as its necessities required, has bor- 
rowed from the American Gas and 
Electric Company, its parent company 
and the owner of all its common 
stock, sums of money to carry on its 
service to the public and that it desires 
to have the general right, authority, 
and power to borrow from the said 
American Gas and Electric Company 
such sums of money as may be requi- 
site and needed from time to time in 
the future so as to perform and fully 
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execute its public utility purposes and 
to repay the same in the usual course 
of its business; 

(7) That the applicant in the usual 
course of business finds it necessary 
from time to time to loan money to 
its wholly owned subsidiaries herein- 
before mentioned as their needs may 
require in carrying on their respective 
businesses, such loans to be made on 
terms mutually satisfactory to them 
and to the applicant; 

(8) That there is in effect an ar- 
rangement whereby the American 
Gas and Electric Company, the appli- 
cant’s parent company, without any 
profit either direct or indirect to it, 
furnishes certain management, super- 
visory, purchasing, construction, en- 
gineering, financial, and similar serv- 
ices, which arrangement is set out in 
a letter from the applicant to the 
Commission dated August 31, 1933, 
and on file in the office of the secre- 
tary of the Commission, and that if 
said services are necessary and are 
rendered at cost to the American Gas 
and Electric Company and without 
profit either direct or indirect to it 
they may be advantageous to the 
applicant ; 

(9) That to require specific con- 
sent and approval in each instance 
aforesaid, where the transaction is 
small, would cause the applicant un- 
necessary delay and unneeded expense 
and would require a large amount of 
the Commission’s time in conducting 
hearings without any advantage or 
benefit to the public in this state and 
in granting consent and approval in 
advance to do the things aforesaid, 
subject to the conditions hereinafter 
stated, the public in this state will not 
be inconvenienced ; 
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(10) That the applicant should 
not be permitted or authorized, ex- 
cept with the consent and approval of 
the Commission first obtained, to pur- 
chase electric generating plants and 
distribution systems from utilities in 
West Virginia and connect them with 
its present system, nor acquire the 
stock of such companies owning such 
plants and systems; and 

(11) That with the exceptions just 
made and subject to the conditions 
hereinafter set forth, consent and ap- 
proval of the Public Service Commis- 
sion should be granted to the appli- 
cant to operate its facilities jointly 
with those of other companies; ac- 
quire parcels of real estate necessary 
and essential in the conduct of its 
business and dispose of the same 
when not necessary ; acquire rights of 
way, easements, permits, and licenses 
necessary and essential in the conduct 
of its business and dispose of the 
same when not necessary; acquire 
stock and bonds of subsidiary com- 
panies ; borrow money from its parent 
company, American Gas and Electric 
Company; lend money to its wholly 
owned subsidiaries; and to the ar- 
rangement whereby the American 
Gas and Electric Company furnishes 
the applicant certain management, 
supervisory, purchasing, construction, 
engineering, financial, and _ similar 
services. 

It is, therefore, ordered that in ac- 
cordance with § 12, Art. 2, Chap. 24 
of the Code of West Virginia as en- 
acted by Chap. 115 of the Acts of the 
Legislature, Regular Session 1935, 
consent in advance be, and hereby is, 
given by the Commission to the appli- 
cant, Appalachian Electric Power 
Company, as follows: 
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(1) To operate its facilities jointly 
with those of other utilities ; 

(2) To acquire small parcels of 
real estate necessary and essential in 
the conduct of its business and to dis- 
pose of like parcels of real estate that 
have become unnecessary in the con- 
duct of its business, whenever such 
transactions are advantageous to it or 
will aid in the economical operation 
of its property ; 

(3) To acquire rights of way, ease- 
ments, permits, and licenses necessary 
and essential in the conduct of its busi- 
ness and to dispose of such rights of 
way, easements, permits, and licenses 
unnecessary in the conduct of it busi- 
ness, whenever such transactions are 
advantageous to it or will aid in the 
economical and convenient operation 
of its property ; 

(4) To acquire the stocks and 
bonds of the Kentucky and West Vir- 
ginia Power Company, Incorporated, 
and Kingsport Utilities, Incorporated, 
wholly owned subsidiaries of the ap- 
plicant, when such stocks and bonds 
are acquired for the purpose of pledg- 
ing them on the mortgage and deed of 
trust which the applicant has given the 
Bankers Trust Company and B. W. 
Jones, trustee ; 

(5) To borrow from the American 
Gas and Electric Company, its parent 
company, such sums of money as may 
be required and needed from time to 
time in the future to enable the appli- 
cant to execute and perform its public 
utility functions and for the applicant 
to repay the said loans as they become 
due and payable; 

(6) To loan money to the Ken- 
tucky and West Virginia Power Com- 
pany, Incorporated, and Kingsport 


Utilities, Incorporated, as needed by 
them in carrying on their respective 
businesses, such loans to be made on 
terms that are reasonable and that 
give neither party thereto an undue 
advantage over the other and do not 
adversely affect the public in this state ; 

(7) To continue the arrangement 
whereby the American Gas and Elec- 
tric Company furnishes the applicant 
with management, supervisory, pur- 
chasing, construction, engineering, 
and similar services, whenever the 
furnishing of such services is in the 
usual course of the applicant’s busi- 
ness and necessary and will result in 
more economical and efficient oper- 
ations by the applicant of its plant, fa- 
cilities, and business; provided that 
all such services that are rendered and 
paid for by the applicant shall be at 
the actual cost thereof as nearly as can 
be ascertained, and do not result in a 
profit to the American Gas and Elec- 
tric Company. 

All of which authority is granted 
in accordance with the representa- 
tions made in the said application, tes- 
timony taken, commitments, and rep- 
resentations made at the hearings held 
aforesaid; upon the express condi- 
tions, however, as follows: 

(1) That the consent in advance 
herein given does not permit the ap- 
plicant to acquire or dispose of any 
parcels of real estate, rights of way, 
easements, permits, and licenses that 
are of a substantial nature or value 
without first obtaining consent and 
approval therefor from the Commis- 
sion ; 

(2) That it is expressly understood 
that the authority herein granted ap- 
plies only to routine matters and 
transactions entered into by the appli- 
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cant in the usual course of its business 
and not to major or unusual transac- 
tions of any description, kind, or na- 
ture affecting the things herein author- 
ized to be done; 

(3) That the consent in advance 
herein granted shall not be construed 
as giving the approval of the Com- 
mission to any specific joint use of fa- 
cilities, the purchase price paid for the 
acquisition, or the price received for 
the disposition of any parcel of real 
estate, rights of way, easements, per- 
mits, and licenses or the terms and 
conditions thereof, nor the terms and 
conditions of any transactions involv- 
ing the acquisition of stocks and bonds 
of subsidiary companies or the lend- 
ing of money to the same, nor the bor- 
rowing of money from its parent com- 
pany, American Gas and Electric 
Company, nor the terms and condi- 
tions of the arrangement whereby the 
American Gas and Electric Company 
furnishes the applicant certain man- 
agement, supervisory, purchasing, 
construction, engineering, financial, 


and similar services when the same 
shall arise in any other proceeding, 
or as approving any specific acts or 
transactions had hereunder ; 

(4) That the applicant shall file 
with the secretary of the Commission 
in connection with its annual report, 
a brief condensed statement showing 
transactions had under this order; 
and 

(5) That nothing herein contained 
shall be construed to imply that the 
Commission will or may not at any 
time for any cause, in its discretion, 
terminate, revoke, annul, alter, modi- 
fy, amplify, or change each, every, 
and all the provisions, authority, or 
consents made, provided, or granted 
herein. 

It is further ordered that consent in 
advance to purchase generating plants 
and distribution systems from public 
utilities in this state and connecting 
them with the applicant’s system and 
to acquire the stocks of such public 
utilities is denied. And this proceed- 
ing is continued. 





PENNSYLVANIA SUPERIOR COURT 


Incorporators of Service Gas Company 


Public Service Commission of Pennsylvania 


(— Pa. Super. Ct. —, 190 Atl. 653.) 


Appeal and review, § 53 — Commission decisions — Grounds for reversal. 
1. The court, on an appeal from an administrative order of the Commis- 
sion, which the Commission is empowered and authorized to make, will 
not reverse unless the order appealed from is clearly unreasonable or no! 


in conformity with law, p. 258. 
18 P.U.R.(N.S.) 
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Appeal and review, § 32 — Scope of review — Commission decision. 
2. The court, in reviewing a Commission order, confines itself to the ques- 
tion whether the Commission acted within its powers and jurisdiction and 
does not undertake to pass upon the expediency or wisdom of the order, 
if there is sufficient evidence to justify the action of the Commission, p. 
258. 

Monopoly and competition, § 11 — Power of Commission — Prevention of com- 

petition. 

3. The power of the Commission to regulate natural gas companies in- 
cludes the power to prevent competition found to be inimical to the public 
interest, p. 259. 

Monopoly and competition, § 58 — Natural gas companies. 
4. A Commission order denying approval of incorporation of a natural gas 
company and the beginning of the exercise of charter powers is reasonable 
and in conformity with the law, when the corporation proposes to furnish 
natural gas to large industrial users in townships served by existing utility 
companies, neither the adequacy of existing service nor the reasonableness 
of existing rates is questioned, and the corporation owns no wells and has 
no gas purchase contract but would be dependent upon a related company, 
p. 262. 

Certificates of convenience and necessity, § 88 — Grounds for granting or deny- 

ing — Speculative ventures — Public and private interests. 

5. It is not the function of the Commission to expedite or assure substan- 
tial returns on a speculative venture by authorizing the incorporation and 
operation of a natural gas company proposing to undersell present distrib- 
utors of gas in so far as industrial consumers are concerned; the basis of 
the action of the Commission is the interest of the public as distinguished 
from the interest of the corporation or the individual making the applica- 
tion, p. 262. 

Certificates of convenience and necessity, § 4 — Constitutionality of order denying. 
6. The refusal of the Commission to approve an application for incorpo- 
ration and to issue a certificate of public convenience and necessity to au- 
thorize natural gas service in territory served by existing utilities is not 
unconstitutional, as depriving the applicant of property without due proc- 
ess of law, when the proposed corporation has no property except the 
amount paid in as a required preliminary step to incorporation, since it 
cannot be said to have been deprived of property when it has none, p. 264. 


Certificates of convenience and necessity, § 84 — Grounds for denial — Viola- 
tions of law — Affiliated companies. 

7. Denial of authority for a proposed corporation to operate as a natural 
gas company, if it be assumed that there is an identity of interest between 
an existing company and the proposed company, would be warranted on 
the ground that the existing company, by reason of violations of the Pub- 
lic Service Company Law as found by the Commission in its report, was 
an improper party to receive a certificate, p. 264. 


Appeal and review, § 80 — Parties — Complainants against denial of certificate. 


8. One who is not a party to a proceeding to obtain authority to operate as 
a natural gas company cannot complain of the Commission’s refusal to 
grant such authority, p. 264. 


[March 16, 1937.] 
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— of Commission order denying approval of incorpora- 

tion of natural gas company and beginning of the exercise 

of charter powers; appeal dismissed and order affirmed. For 
Commission decision, see 15 P.U.R.(N.S.) 202. 


Argued before Keller, P. J., and 
Cunningham, Baldrige, Stadtfeld, 
James, and Rhodes, JJ. 

APPEARANCES: James S. Berger, 
of Coudersport, Fred C. Fernald, of 
Boston, Mass., Berne H. Evans, of 
Harrisburg, Robert T. McCracken 
and Montgomery & McCracken, all 
of Philadelphia, and Hause, Evans, 
Storey & Lick, of Harrisburg, for ap- 
pellant; Harry H. Frank and John C. 
Kelley, Legal Assistants, and Samuel 
Graff Miller, Assistant Counsel, and 
Richard J. Beamish, Counsel, all of 
Harrisburg, for appellee; James C. 
Forsyth, of Clearfield, G. Mason Owl- 
ett, of Wellsboro, W. F. DuBois, of 


Coudersport, George Ross Hull and 
Snyder, Hull, Hull & Leiby, all of 
Harrisburg, and Wherry, Condon & 
Forsyth, of New York city, for in- 
tervener. 


RHODES, J.: Application was made 
to the Public Service Commission for 
approval of the incorporation of the 
Service Gas Company and for a cer- 
tificate of public convenience author- 
izing it to begin the exercise of its 
charter rights, powers, and privileges. 
Protests were filed by the North Penn 
Gas Company, United Natural Gas 
Company, Smethport Natural Gas 
Company, and Manufacturers Gas 
Company. Extended hearings were 
held, after which the Commission dis- 
missed application on the ground that 
its approval was neither necessary nor 
proper for the safety, accommodation, 
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or convenience of the public. The in- 
corporators of the Service Gas Com- 
pany, the proposed public service com- 
pany, have appealed. 

[1, 2] The order of the Commis- 
sion is prima facie evidence of the 
facts found, and the burden of prov- 
ing the contrary rests on the appel- 
lants. Article 6, § 23, of the Public 
Service Company Law of July 26, 
1913, P. L. 1374, as amended by the 
Act of June 12, 1931, P. L. 530, § 2 
(66 PS, § 837). We have frequently 
stated that it is an established princi- 
ple in our practice on appeals, from 
such administrative orders as_ the 
Commission is empowered and au- 
thorized to make, not to reverse unless 
the order appealed from is clearly un- 
reasonable or not in conformity with 
law. Collins v. Public Service Com- 
mission (1924) 84 Pa. Super. Ct. 58; 
Cage v. Public Service Commission 
(1937) — Pa. Super. Ct. —, 189 Atl. 
896. “We confine ourselves to the 
question whether the Commission 
acted within its powers and jurisdic- 
tion, and do not undertake to pass up- 
on the expediency or wisdom of the 
order, if there was sufficient compe- 
tent evidence to justify the action of 
the Commission. York Motor Ex- 
press Co. v. Public Service Commis- 
sion (1933) 110 Pa. Super. Ct. 197, 
168 Atl. 327, and Pennsylvania Pow- 
er & Light Co. v. Public Service Com- 
mission (1934) 112 Pa. Super. Ct. 
500, 3 P.U.R.(N.S.) 152, 171 Atl. 
412.” Motor Freight Express v. Pub- 
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lic Service Commission (1935) 117 
Pa. Super. Ct. 174, 177, 177 Atl. 493, 
494. The Public Service Company 
Law (66 PS, § 1) defines the term 
“public service company,” when used 
in the act, as including natural gas 
corporations. Section 18, Art. 5, of 
the Public Service Company Law (66 
PS, § 681) provides: ‘When appli- 
cation shall be made to the Commis- 
sion by any proposed public service 
company for the approval by said 
Commission of its incorporation, or 
organization, or creation such 
approval, in each and every such case, 
or kind of application, shall be given 
only if and when the said Commission 
shall find or determine that the grant- 
ing or approval of such application is 
necessary or proper for the service, 
accommodation, convenience, or safe- 
ty of the public.” 

[3] Gas companies, both natural 


and artificial, have been placed under 
the regulation, supervision, and con- 


trol of the Commission. As in the 
case of other utilities, the power to 
regulate natural gas companies in- 
cludes the power to prevent competi- 
tion found to be inimical to the public 
interest. See Relief Electric Light, 
Heat & P. Co. 63 Pa. Super. Ct. 1, 
P.U.R.1916D, 592. It is within the 
administrative discretion of the Com- 
mission, in order to accomplish this 
purpose, to restrain competition in the 
distribution and service of natural gas 
by public service companies. The 
Commission does not, however, have 
unlimited discretion; its acts are sub- 
ject to judicial review and its findings 
and final order must have a substantial 
basis in the testimony. 

A natural gas company, being gov- 
erned by the Public Service Company 
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Law, is obliged to “furnish and main- 
tain such service, including facilities, 
as shall in all respects be just, reason- 
ably adequate, and practically suff- 
cient for the accommodation and safe- 
ty of its patrons, employees, and the 
public, and in conformity with such 
reasonable regulations or orders as 
may be made by the Commission.” 
Article 2, § 1 (a), Public Service 
Company Law (66 PS, § 21). See 
People’s Nat. Gas Co. v. Public Serv- 
ice Commission, 279 Pa. 252, P.U.R. 
1924D, 507, 123 Atl. 799, affirming 
(1922) 79 Pa. Super. Ct. 560. Such 
utility cannot adequately serve unless 
it receives sufficient revenue to meet 
its operating expense, to provide for 
depreciation and reserve, and to per- 
mit a fair return on its investment. 
The former cannot be expected when 
the latter is made impossible by unfair 
competition. 

Previously to 1930, in Northern 
Pennsylvania, which is the territory 
covered by the proposed charter, nat- 
ural gas was produced from shallow 
wells. In that year the North Penn 
Gas Company completed a discovery 
well in Farmington township, Tioga 
county, which was the first production 
of natural gas in important commer- 
cial quantities, in Pennsylvania, from 
what is known as the Oriskany sand, 
found at depths of 4,000 feet or more. 
Subsequently, five other fields of Oris- 
kany production were developed in Ti- 
oga and Potter counties. The names 
of these fields and the dates of their 
discovery are, respectively: The 
Hebron pool, November, 1931; the 
State Line pool, 1933; the Ellisburg 
pool, September, 1933; the Harrison 
pool, June or July, 1934; and the 
Sabinsville pool, May or June, 1935. 
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The characteristics of the gas found 
in the Oriskany sand are an initially 
high rock pressure and large open 
flow, some of the wells having a daily 
production of 30,000,000 cubic feet. 
The sand is porous with the result that 
the gas is migratory. The amount of 
gas remaining in these pools is in ap- 
proximately the same ratio as the pres- 
ent rock pressure bears to the original 
rock pressure; for example, in the 
Hebron pool the rock pressure was 
originally 2,100 pounds, and at the 
time of the hearing was 450 pounds, 
indicating that approximately three- 
fourths of the gas had been with- 
drawn from that pool. The rock pres- 
sures of the Harrison and Sabinsville 
pools, as of the time of the hearing, 
remained virtually unchanged from 
the original pressure of 2,100 pounds, 
indicating that very little gas had been 
removed from them. In the original 
Tioga field the original rock pressure 
of 1,650 pounds has been reduced to 
200 pounds, in the Ellisburg pool from 
2,150 pounds to 1.450 pounds, and the 
State Line pool from 2,000 pounds to 
1,800 pounds. In most of these fields 
the removal of 17,000,000 to 19,000,- 
000 cubic feet of gas results in a drop 
of one pound in the pressure. 
Godfrey L. Cabot, Inc., a Massa- 
chusetts corporation, hereinafter re- 
ferred to as “Cabot,” came into this 
territory in 1934, and, beginning June 
llth of that year, acquired some gas 
and oil lands in fee, as well as a large 
number of leases of land, from which 
it hoped to produce gas and oil. From 
June 11, 1934, until December 18, 
1934, Cabot was doing business in 
Pennsylvania without a certificate of 
authority, as required by the Business 
Corporation Law of May 5, 1933, 
18 P.U.R.(N.S.) 


P.L. 364 (15 PS, § 2852-1 et seq.). 
The certificate which it acquired on 
December 18, 1934, under said act, 
provided that the powers enumerated 
should not be construed to authorize 
the corporation to engage in the busj- 
ness of transporting gas, except for 
use in its own operations, and the pow- 
er to sell gas was therein expressly 
limited to the sale of such gas at the 
mouth of the well or place of produc. 
tion under private contract and at 
wholesale only. The certificate fur- 
ther provided that Cabot should not 
engage in any public service business 
within the meaning of the Public 
Service Company Law. Between 
January, 1935, and January, 1936, 
Cabot drilled four wells at various lo- 
cations in the acreage it had acquired, 
all of which proved to be “dry holes,” 
meaning that the wells were not pro- 
ductive. At the time of the hearing 


Cabot owned no producing wells in 
this state of its own discovery. In 
July, 1935, at which time it had no 


producing wells in Pennsylvania, 
Cabot made a contract for the supply 
of natural gas to the Sinclair Refining 
Company at its plant in Wellsville, N. 
Y. In September of that year Cabot 
contracted with the Williamsport Nat- 
ural Gas Company for the gas which 
it was obligated to deliver to the Sin- 
clair Refining Company. A pipe line 
was laid from the Ellisburg pool, 
wherein was located the well of the 
Williamsport Natural Gas Company, 
extending as far as the state line in 
Pennsylvania, connecting there with 
other lines in New York in order to 
supply the Sinclair Company. Begin- 
ning in November, 1935, Cabot solic- 
ited actively industrial consumers in 
the territory served by the protestants. 
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As a result of such solicitation, con- 
tracts were made for the supply of 
natural gas to the Genesee Chemical 
Company, located in Genesee, Potter 
county, on November 15, 1935; the 
Hanley Company, located at Lewis 
Run, McKean county, on December 
9, 1935; and the Kendall Refining 
Company, of Bradford, McKean 
county, on January 9, 1936. The Gen- 
esee Chemical Company was then be- 
ing supplied with gas by the North 
Penn Gas Company. The Hanley 
Company and the Kendall Refining 
Company are customers of the Manu- 
facturers Gas Company. 

In December, 1935, Cabot laid a 
spur pipe line off the main line, previ- 
ously referred to, a distance of 3 miles 
for the purpose of connecting with the 
plant of the Genesee Chemical Com- 
pany in accordance with its contract. 
At this point Cabot’s attempt to sup- 
ply natural gas, in violation of its cer- 
tificate, was halted by an injunction 
granted by the court of common pleas 
of Potter county ; and a complaint was 
filed with the Public Service Commis- 
sion. 

Between January 25 and 29, 1936, 
Cabot acquired by purchase three 
wells, having an open flow of 25,- 
000,000 cubic feet per day, two of 
which are in the Hebron pool, and one 
in the Ellisburg pool. The well of the 
Williamsport Natural Gas Company, 
with which Cabot contracted for an 
unlimited supply of gas in September, 
1935, as above mentioned, is also in 
the Ellisburg pool, and has an open 
flow of 30,000,000 cubic feet per day. 

On January 24, 1936, the present 
application was filed with the Public 
Service Commission wherein the pro- 
posed incorporation of the Service 
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Gas Company was set forth and the 
issuance of a certificate of public con- 
venience to Service Gas Company re- 
quested. The purpose of the proposed 
corporation is to produce, deal in, 
transport, store, and supply natural 
gas. The amount of its capital stock 
is $25,000, and $2,500 has been paid 
in cash to the treasurer of the pro- 
posed corporation, Thomas D. Cabot, 
of Weston, Mass. All of the capital 
stock will ultimately be owned by 
Cabot, and the only property now pos- 
sessed by the proposed corporation is 
the $2,500 paid in on the capital stock. 
The application for charter of the 
Service Gas Company provides for 
the service of natural gas in the fol- 
lowing townships in Pennsylvania: 
Genesee, Allegany, Oswayo, Harrison, 
Ulysses, Bingham, Hebron, West 
Branch, Summit, Pike, Sweden, and 
Sharon in Potter county; Westfield, 
Clymer, and Elkland in Tioga county ; 
Ceres, Eldred, Otto, Foster, Bradford, 
Keating, and Lafayette in McKean 
county. 

The North Penn Gas Company 
serves the following townships named 
in appellants’ application, to wit: Gen- 
esee, Allegany, Oswayo, Harrison, 
Ulysses, Bingham, Hebron, Pike, and 
Sharon in Potter county; the three 
townships in Tioga county named in 
appellants’ application ; and Ceres, El- 
dred, and Keating in McKean county. 
It has a large number of shallow wells, 
and also has several wells of Oriskany 
production in the Hebron, Harrison, 
and Sabinsville pools in addition to 
gas supplied by ten or fifteen inde- 
pendent producers. 

The United Natural Gas Company 
serves Genesee, Allegany, and Hebron 
townships in Potter county, and El- 
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dred, Otto, Foster, Bradford, Keat- 
ing, and Lafayette townships in Mc- 
Kean county. It has no wells in the 
Oriskany fields, but obtains gas from 
that source by purchase from other 
producers. It obtains gas from ap- 
proximately 2,300 shallow wells, and 
augments its supply by gas purchase 
contracts with private operators. 

The Smethport Gas Company 
serves the borough of Smethport and 
the adjacent or neighboring portions 
of Keating township in McKean coun- 
ty with natural gas. 

The Manufacturers Gas Company 
serves the city of Bradford, and ad- 
jacent territory in McKean county. It 
has no wells in the Oriskany fields, 
and acquires 60 per cent of its sup- 
ply of natural gas from other produc- 
ers and the remainder from a number 
of small or shallow wells. The pres- 
ent application does not include the 
city of Bradford, and Cabot’s con- 
tract with the Kendall Company pro- 
vides that the latter company, which 
is located within the city, shall take 
delivery outside the city limits. 

[4, 5] Thus it appears that nine- 
teen of the twenty-two townships 
named in appellants’ application are 
now served by at least one of the pro- 
testing companies. 

We have carefully examined the 
evidence, and are convinced that the 
order of the Commission is reasonable 
and in conformity with law. The es- 
sential findings of the Commission 
are supported by competent testimony 
and warrant and support the Commis- 
sion’s order. Appellants had the bur- 
den of establishing that the approval 
of their application was necessary or 
proper for the service, accommoda- 
tion, convenience, or safety of the 
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public. The record discloses no inad. 
equacy of service in the territories 
served by the respective protestants 
and included in appellants’ application, 
There is no testimony upon which 
such a finding could be based ; and, on 
the contrary, the testimony of appel- 
lants and the protesting companies 
was consistently to the effect that they 
knew of no one in the territory in 
question who had demanded gas and 
was unable to secure it. The testi- 
mony produced by the protestants was 
sufficient to show the adequacy of 
the present service in the territory 
which appellants seek to supply. The 
reasonableness of the existing rates 
charged by the protesting companies 
was not being questioned in this pro- 
ceeding. Appellants’ counsel stated 
that they were not attacking the rates 
of the protestants, and that their rates 
might be perfectly proper in so far as 
they knew. 

Another phase of the matter to 
which the Commission gave consid- 
eration was the supply of gas avail- 
able to appellants. They own no wells 
and have no gas purchase contracts. 
These are the property of Cabot. 
Service Gas Company would be de- 
pendent for its supply upon Cabot and 
such other producers as may be willing 
to sell gas to it. The Cabot wells are 
all in the Oriskany fields ; and Thomas 
D. Cabot, a witness for appellants, 
testified that these fields “will become 
exhausted rapidly, probably at the 
present rate of take in about four 
years.” Appellants’ supply as it exists 
at present is limited, at best, and then 
obtainable only from others ; whereas, 
the protestants own a large number of 
wells in other than the Oriskany fields 
and have been supplying the public 
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with natural gas for periods of time 
ranging from thirty-eight to fifty 
years. Cabot’s contract with the Gen- 
esee Chemical Company is limited to 
a period of four years; those with the 
Kendall Refining Company and the 
Hanley Company to three years. 

The geological structure of the 
Oriskany pool is such that one well 
can exhaust an entire pool in the ab- 
sence of others. The wells drilled into 
a pool may be compared with pipes 
draining a common reservoir. Appel- 
lants’ theory, as stated by its counsel 
before the Commission, was that this 
condition required that the gas be 
taken out within a comparatively 
short length of time as the fields are 
drained very rapidly. Cabot pur- 
chased into these pools after they had 
been discovered and developed by oth- 
ers. In fact, Cabot acquired its wells 
after it had attempted to serve natural 


gas to consumers, without a certificate 
of public convenience, and after the 
inception of this proceeding by the in- 
corporators of the Service Gas Com- 


pany. The success of the Cabot ven- 
ture depends, therefore, upon its abil- 
ity speedily to dispose of the gas which 
it can take from these pools through 
the wells recently acquired. If Cabot 
can sell its gas in a volume greater 
than the owners of other wells in the 
same pools, it acquires that much 
more of the gas in the respective pools. 

To best achieve its objective, Cabot 
is interested principally in industrial 
consumers who use a large amount of 
gas in a short space of time; for ex- 
ample, the requirements of the four 
companies previously mentioned as 
having contracted with Cabot would 
approach 10,000,000 cubic feet per 
day, and one industrial consumer, so- 
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licited by Cabot, alone would consume 
14,000,000 cubic feet per day. 
Thomas D. Cabot, treasurer of Cabot 
and of the proposed Service Gas Com- 
pany, testified that the intent was to 
undersell the present distributors of 
gas in so far as industrial consumers 
were concerned. It is not the function 
of the Commission to expedite or as- 
sure substantial returns on a specula- 
tive venture. “. . . the basis of the 
action of the Commission is the in- 
terest of the public as distinguished 
from the interest of the corporation 
or individual making the application.” 
Perry County Teleph. & Teleg. Co. v. 
Public Service Commission (1919) 
265 Pa. 274, 281, 108 Atl. 659, 661. 
The record is replete with appellants’ 
declarations that they are interested 
primarily in the industrial users of 
gas, and only in such service to the 
general public as they may find it 
profitable, or be required, to render. 
The protesting companies have a sub- 
stantial number of industrial consum- 
ers in addition to thousands of domes- 
tic consumers. In the case of Manu- 
facturers Gas Company the industrial 
business amounts to 24 per cent of its 
total. It is clear that the volume of 
industrial business permits lower rates 
to domestic customers. The acquisi- 
tion of this industrial business by ap- 
pellants, with the resulting loss of sales 
by protestants, would place inevitably 
a greater burden upon the domestic 
and other consumers served by the 
latter. The testimony is sufficient to 
show that appellants’ service would 
for a time result in a saving to prob- 
ably three industrial consumers ; but it 
is not such as to require us to hold 
that the Commission acted unreason- 
ably or contrary to law when it decid- 
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ed that appellants had failed to estab- 
lish that the approval of the applica- 
tion was necessary or proper for the 
service, accommodation, convenience, 
or safety of the public. “The ques- 
tion is not whether the granting of 
the application will be for the con- 
venience and accommodation of some 
of the public, but whether it will be 
for the convenience, accommodation, 
and advantage of the public generally 
and considered as a whole.” Beaver 
Valley Service Co. v. Public Service 
Commission (1936) 122 Pa. Super. 
Ct. 221, 225, 186 Atl. 304, 306. 

The testimony does not reveal any 
evidence as to the facilities which the 
Service Gas Company would provide, 
or an estimate of its prospective rev- 
enue and operating expenses, or a 
schedule of rates at which it might 
be able profitably to supply gas in the 
territory for which it seeks that priv- 
ilege. Such information as was fur- 
nished to the Commission provided no 
basis from which the Commission 
could determine whether or not appel- 
lants could render adequate service at 
lower rates than those charged by the 
protestants and at the same time earn 
a fair return on the fair value of its 
property. Appellants argue, and 
properly so, that to submit such infor- 
mation is rather difficult. However, 
the generality of the testimony pro- 
duced merely emphasized the true sit- 
uation in connection with this pro- 
posed public service company. It is 
the medium through which Cabot 
proposes to operate. There is no evi- 
dence to show any fixed terms and 
conditions upon which it will be able 
to purchase gas from Cabot. Its cap- 
italization is manifestly unequal to the 
project contemplated in its application, 


18 P.U.R.(N.S.) 


when viewed in connection with testi- 
mony that it costs $6,000 per mile to 
lay a 6-inch pipe line, and from $12,. 
000 to $25,000 to drill a well. The in- 
ference from the testimony is that 
Cabot would furnish any additional 
capital that might be required for de- 
velopment ; but it is under no obliga- 
tion to do so. Thus, the proposed 
Service Gas Company is at the mercy 
of Cabot for its gas and its funds, 

[6-8] Appellants’ contention that 
the refusal of the Commission to ap- 
prove their application for incorpora- 
tion and issue a certificate of public 
convenience to the Service Gas Com- 
pany amounts to a deprivation of 
property without due process of law, 
and is therefore violative of the Con- 
stitution of the United States 
(Amendment 14) and of the Consti- 
tution of Pennsylvania (Art. 1, § 9), 
is without merit. The proposed cor- 
poration has no property except the 
amount paid in as a required prelim- 
inary step to incorporation. It can- 
not be said to have been deprived of 
property when it has none; Cabot was 
not a party in this proceeding and is 
not a party to this appeal. 

Appellants argue that there is an 
identity of interest between Cabot 
and the proposed Service Gas Com- 
pany, and “that they are really one.” 
Assuming, but not conceding, the 
truth of that proposition, the refusal 
of appellants’ application would have 
been warranted on the ground that 
Cabot, by reason of its violations of 
the Public Service Company Law (66 
PS, § 1 et seq.) as found by the Com- 
mission in its report, was an improper 
party to receive a certificate. Hubert 
v. Public Service Commission (1935) 
118 Pa. Super. Ct. 128, 180 Atl. 23. 


264 





[NCO] 


On the 
js that 
poratic 
Penns) 
as a | 
Servic 
timate! 
by Ca 
separa 

The 


INCORPORATORS OF SERV. GAS CO. v. PUBLIC SERV. COM. OF PA. 


On the other hand, the true situation tion did not deprive them or the pro- 
is that Cabot is a Massachusetts cor- posed corporation of any property 
poration, registered in the state of without due process of law, and one 
Pennsylvania, with no authority to act who is not a party to the present pro- 
as a public service company. The ceeding cannot complain. 

Service Gas Company, although it ul- Appeal is dismissed; order of the 
timately might be owned and financed Commission is affirmed. 

by Cabot, would be, nevertheless, a 

separate corporate entity. PARKER, J., did not sit or partici- 

The refusal of appellants’ applica- pate in the decision of this case. 
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Re Northern Pennsylvania Power 
Company et al. 


[Application Docket No. 33774.] 


Consolidation, merger, and sale, § 20 — Grounds for disapproval — Excessive 
purchase price. 


1. Approval of the sale of the property and franchises of a public utility 
company to a parent corporation should be denied when the purchase price 
is excessive, p. 267. 

Consolidation, merger, and sale, § 25 — Grounds for disapproval. 


2. Approval of the sale of all the property and franchises of a public 
utility to a parent corporation was denied because of the following objec- 
tions: any benefits which might accrue from the merger had already been 
realized, since for some time the companies had been under the same 
management ; failure of the record to state the reduction in annual operat- 
ing expenses anticipated from the elimination of records and reports; ab- 
sence of testimony that the subsidiary could not refund its bonds at a low- 
er annual cost than the parent company ; absence of a plan by which power 
would be furnished in the subsidiary’s territory from plants of the parent 
corporation ; absence of any proposal to connect the existing transmission 
lines for delivery of power to the subsidiary company; inability of the 
parent company to furnish adequate service from its plant over a single 
circuit; absence of necessity for consummation of the merger to effect 
simplification of rates; and vast difference in character of the areas served 
by the companies, there being no community of interest between the areas 
and they not being adapted for combining into one composite service area, 
p. 270. 


Consolidation, merger, and sale, § 18 — Approval by Federal and state Commis- 
sions — Distinction. 


Discussion of different action by the Federal Power Commission and by 
265 18 P.U.R.(N.S.) 
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the Pennsylvania Commission on application for authority to merge util- 
ity property, pointing out the difference between the public interest under 
the Federal Power Act and the requirements of the state statutes, p. 268, 


Consolidation, merger, and sale, § 20 — Grounds for disapproval — Excessive 
purchase price. 
Discussion, in dissenting opinion, of the approval of acquisition of utility 
property by a parent corporation notwithstanding the excessiveness of the 
proposed purchase price, in view of the desirability of the proposal, if 
proper conditions are imposed, p. 272. 


Consolidation, merger, and sale, § 18 — Approval by Federal and state author- 


ities. 


Statement, in dissenting opinion, 


that there should be cogent reasons mo- 


tivating a state Commission in disapproving a merger approved by a Fed- 
eral Commission having concurrent jurisdiction, p. 275. 


(Ecan, GoopnoucH, and STAHLNECKER, Commissioners, dissent.) 
[March 9, 1937.] 


H™6 on amended application for approval of sale of 

property and franchises of an electric utility company to 

a parent corporation; application denied. For earlier decision, 
see 15 P.U.R.(N.S.) 384, 390. 


By the Commission: In our report 
and order of September 21, 1936 (15 


P.U.R.(N.S.) 390), in this proceed- 
ing, we denied approval of the sale of 
the franchises and all the property, 
real, personal, and mixed, of Northern 


Pennsylvania Power Company to 
Metropolitan Edison Company. By 
petition dated October 6, 1936, as 
amended by petition dated October 
22, 1936, petitioners sought a rehear- 
ing. 

The petition of October 22, 1936, 
further sets forth that in the event 
that upon consideration of the petition 
for rehearing, or after such rehearing, 
if a rehearing be granted, the Com- 
mission is of the opinion that approv- 
al of the sale of the franchises and 
property of Northern Pennsylvania 
Power Company to Metropolitan Edi- 
son Company should be denied, then 
in that event the prayer of the peti- 
tion is that we enter an order approv- 
18 P.U.R.(N.S.) 


¥ 


ing the sale, based upon no movement 
of cash and securities representing 
the consideration from Metropolitan 
Edison Company to Northern Penn- 
sylvania Power Company, and, ulti- 
mately, to NY PA NJ Utilities Com- 
pany, and based upon the transfer on 
the books of Metropolitan Edison 
Company of the amount of the pro- 
posed consideration to its capital sur- 
plus or to its stated capital for com- 
mon stock. 

The prayer of the petition for re- 
hearing was denied by our order of 
November 9, 1936, and from that de- 
nial petitioners, on December 8, 1936, 
appealed to the superior court at No. 
24, March term, 1937. In our order 
of November 9, 1936, we reviewed 
only the matter of a rehearing in this 
proceeding as sought for by the peti- 
tions dated October 6, 1936, and Oc- 
tober 22, 1936, and did not pass upon 
the petition for approval of sale of 
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RE NORTHERN PENNSYLVANIA POWER CO. 


Northern Pennsylvania Power Com- 
sany property to Metropolitan Edison 
Company, dated May 31, 1935, as 
ymended by the petition of October 
72,1936. So that we might give con- 
ideration to the petition respecting 
the manner in which the sale is to be 
consummated, petitioners joined with 
ts in presenting on January 6, 1937, 
2 petition to the superior court for 
rmission of the record in this pro- 
ceding. The prayer for remission 
was granted by the court, and the mat- 
ter is therefore now before us for con- 
sideration of the petition for approval 
of the sale, dated May 31, 1935, as 
amended by the petition of October 
22, 1936. 

In the petition for approval of the 
ale, it is proposed to have Metropol- 
itan Edison Company assume all ob- 
ligations of Northern Pennsylvania 
Power Company and to pay to that 
company the sum of $2,532,040.09, 
of which $1,537,911.80 is to be in 
ash and the balance of $994,128.29 
isto be in 44 per cent gold bonds re- 
funding series due 1956, of Associat- 
ed Electric Company, at the average 
cost to Metropolitan Edison Company 
of 45.46 per cent, or market price at 
the time of consummation of the pur- 
chase, whichever is greater, the pur- 
chase price of $2,532,040.09 to be ad- 
justed for changes in the assets and 
labilities resulting from the conduct 
of ordinary business from April 30, 
1935, to date of settlement. 

The Metropolitan Edison Corpora- 
tion (now NY PA NJ Utilities Com- 
pany) is the sole owner of the com- 
mon stock of Northern Pennsylvania 
Power Company and Metropolitan 
Edison Company, and the cash and se- 
curities proposed to be moved from 
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Metropolitan Edison Company to 
Northern Pennsylvania Power Com- 
pany would, therefore, ultimately 
lodge in NY PA NJ Utilities Com- 
pany. As set forth in our report and 
order of September 21, 1936, supra, 
under the circumstances of ownership 
of petitioners, such movement of cash 
and securities is not required to effect 
the sale, and therefore constitutes an 
unnecessary draining by the holding 
company of the current assets of its 
subsidiary, Metropolitan Edison Com- 
pany. As hereinbefore described, pe- 
titioners now propose to effect the 
sale by merely entering the amount of 
the consideration of $2,532,040.09 
upon the books of Metropolitan Edi- 
son Company to its capital surplus or 
to the stated value of common stock, 
unaccompanied by any movement of 
cash and securities. 

[1] Upon the principle involved, 
the amended petition meets our objec- 
tion with respect to that one point 
only. However, we reiterate our find- 
ing of September 21, 1936, that the 
amount of the consideration is exces- 
sive. In determining the considera- 
tion upon the method offered by peti- 
tioners, namely, the actual cost of the 
property, from the original books of 
the companies comprising the present 
Northern Pennsylvania Power Com- 
pany, plus the other assets and less the 
liabilities, use was made of the sum 
of $588,850 for reserve for renewals 
and replacements, as determined by an 
engineering appraisal, rather than the 
sum of $1,104,301.49, as on the books 
of Northern Pennsylvania Power 
Company for this account. Our re- 
port of September 21, 1936, holds 
that the latter sum should be used, 
and that, consequently, the considera- 
18 P.U.R.(N.S.) 
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tion should not exceed $2,016,588.60. 
We now affirm that finding. 

It is to be noted that on September 
22, 1936, Federal Power Commission, 
at its docket IT-5000 (15 P.ULR. 
(N.S.) 384) denied approval of the 
sale of the franchises and property of 
Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Com- 
pany (as contemplated by petitioners 
in the instant similar proceeding be- 
fore us). Denial by that Commission 
was based principally on the finding 
that by reason of the control exercised 
by NY PA NJ Utilities Company, as 
holder of all of the common stock of 
both companies, the transaction pro- 
posed would result in a transfer of cur- 
rent assets from a subsidiary to a 
parent company without the necessary 
compensating benefits to the former, 
which the public interest demands. 

However, on October 16, 1936, 
Northern Pennsylvania Power Com- 
pany and Metropolitan Edison Com- 
pany filed a petition with Federal Pow- 
er Commission, similar in import to 
the petition filed with us, dated Oc- 
tober 22, 1936, contemplating the sale 
without a movement of cash and se- 
curities from Metropolitan Edison 
Company to Northern Pennsylvania 
Power Company and, ultimately, to 
NY PA NJ Utilities Company. On 
November 20, 1936, Federal Power 
Commission found that the proposed 
sale, in accordance with the revised 
petition of October 16, 1936, will be 
consistent with the public interest and, 
accordingly, granted its approval. 

The application of Northern Penn- 
sylvania Power Company and Metro- 
politan Edison Company was filed 
with Federal Power Commission un- 
der the requirements of § 203, Part 


II, of the Federal Power Act. That 
section of the act provides that no 
public utility within the purview of 
that act shall sell the whole of its 
facilities or any part thereof of a value 
in excess of $50,000, without having 
first secured the approval of Federal 
Power Commission, which shall grant 
such approval if the Commission finds 
that the sale will be consistent with the 
public interest. 

In its opinion of September 22, 
1936, Federal Power Commission 
stated: “Nor has this Commission 
made any investigation as to the fair- 
ness or adequacy of the purchase price 
of $2,532,040.09 because in its opinion 
the application must be disposed of on 
grounds which make the amount of 
the consideration immaterial, and in 
which disposition it may be conceded 
for the purpose of argument only 
that the proposed consideration is fair 
and adequate.” (15 P.U.R.(N.S.) at 
p- 385.) 

We quote further from that opinion 
of Federal Power Commission: “In 
considering application filed under § 
203, the Commission, in order to re- 
solve the question of public interest, 
must have recourse to the broad pur- 
poses of the Federal Power Act in de- 
termining the standards to be applied.” 
(15 P.U.R.(N.S.) at p. 387.) There- 
after the Commission cited Texas v. 
United States (1934) 292 U. S. 522, 
78 L. ed. 1402, 54 S. Ct. 819, and 
New York Central Securities Corp. v. 
United States (1932) 287 U. S. 12, 
77 L. ed. 138, 53 S. Ct. 45, as not 
fixing the criteria, but rather the guide 
and method by which these criteria 
can be obtained, namely, “by the con- 
text and purpose of the act” (refer- 
ring to the Interstate Commerce Act). 


18 P.U.R.(N.S.) 268 
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RE NORTHERN PENNSYLVANIA POWER CO. 


Federal Power Commission thereupon 
referred to some of the purposes em- 
braced within the Public Utility Act 
of 1935, of which the Federal Power 
Act is an integral part, and found that 
in that proceeding the consolidation of 
the properties in question would effect 
some savings in bookkeeping, audit- 
ing, report making, and the like, and 
would accomplish a simplification of 
corporate and financial structures and 
that upon the consummation of the 
sale, Metropolitan Edison Company 
would be able to refinance the funded 
debt at a substantial saving. Further, 
the Commission found that balanced 
against the advantages which might 
follow from the proposed consolida- 
tion, was the movement of $2,532,- 
040.09 in cash and securities from the 
liquid assets of an operating subsidiary 
to the holding company, which feature 
“appears to the Commission to out- 
weigh such benefits and to cause the 
Commission to frown upon the plan.” 
Federal Power Commission therefore 
found that the proposed consolidation 
in its then present form was not con- 
sistent with the public interest and 
deemed it unnecessary to discuss other 
elements entering into this considera- 
tion of public interest and approval of 
the application was denied. 

By the petition filed October 16, 
1936, the application at docket IT- 
5000, supra, before Federal Power 
Commission, was amended so as to 
remove the feature found objection- 
able by that Commission and under 
such circumstances, the Commission, 
by its opinion of November 20, 1936, 
found that the proposed sale will be 
consistent with the public interest and 
granted its approval thereof. 

Federal Power Commission, in the 
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instant proceeding, has found the pro- 
posed sale to be consistent with the 
public interest, as measured by the 
broad purposes of the Federal Power 
Act. However, the proposed sale of 
Northern Pennsylvania Power Com- 
pany property to Metropolitan Edison 
Company would result in the merging 
of two wholly dissimilar and widely 
separated areas, now served by the re- 
spective companies, into one corpora- 
tion with one set of books. In the 
process of such merger, the identity 
of the two areas would become lost, 
together with fixed capital, deprecia- 
tion, operating revenues, and expenses 
of these two areas, so that adequate 
regulation by this Commission of the 
rates, service, and facilities of the 
companies involved, in accordance 
with The Public Service Company 
Law, would be rendered very difficult, 
if not virtually impossible. As set 
forth in our report and order of Sep- 
tember 21, 1936, supra, the areas are 
of such a dissimilar nature as to result 
in different costs of rendering electric 
service within the respective areas. 

In rendering its decision, Federal 
Power Commission in all likelihood 
gave consideration to § 202 of the 
Federal Power Act, which concerns 
the question of interconnection and 
coordination of facilities within the 
regional districts into which that Com- 
mission is empowered and directed to 
divide the country. Manifestly, in- 
terconnection redounds to the benefit 
of the general public and with this 
principle we are in complete accord. 
In the present instance, Northern 
Pennsylvania Power Company is in- 
terconnected with its affiliate, New 
York State Electric and Gas Cor- 
poration, and no merger between those 
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two companies is necessary to effect 
such interconnection. By the same 
reasoning, the interconnection of 
Northern Pennsylvania Power Com- 
pany with Metropolitan Edison Com- 
pany could be effected without the ne- 
cessity of merging the two companies. 

The purposes of the Federal Power 
Act, which governs the regulation of 
electric utility companies engaged in 
interstate commerce, do not embrace 
the particular purposes of our Public 
Service Company Law, governing the 
regulation of rates and service of the 
public service companies within this 
commonwealth and engaged in intra- 
state business. While, under the 
Federal Power Act, the proposed sale 
may be consistent with the public in- 
terest, under the provisions of The 
Public Service Company Law, which 
must be our guide to regulation with- 
in this commonwealth, it appears to us 
that the approval of the sale is not 
necessary or proper for the service, 
accommodation, convenience, or safe- 
ty of the public, as provided by Art. 
V, § 18, of our act. 

[2] While the amended petition of 
October 22, 1936, in principle, at least, 
meets our objections with respect to 
the movement of cash and securities, it 
does not do so to a sufficient degree, as 
we hold the proposed consideration to 
be excessive. Approval of the proposed 
sale must, therefore, be denied. Were 
the petition to be amended to wholly 
meet our objections upon the question 
of consideration, approval of the sale 
must further be withheld by virtue of 
all the remaining objections. These 
objections are fully set forth in our re- 
port and order of September 21, 1936, 
supra, and without further elaboration 
we here briefly enumerate them: 


1. Any benefits which might ac- 
crue from the merger because peti- 
tioners are affiliated companies can be 
said to have already been realized, 
since petitioners “for some time past 
have been under the same manage- 
ment.” 

2. While manifestly the benefits of 
the proposed merger would be realized 
with respect to eliminating one set of 
records, one set of annual reports to 
the Commission, one set of returns 
for taxes, and all other reports re- 
quired, to simplifying the accounting 
work and reducing the expense of 
auditing, to simplifying financing and 
reducing trustees’ fees under but one 
mortgage, the record fails to state the 
reduction in annual operating expenses 
anticipated to result from these bene- 
fits. The combined effect of these 
economies would not be material and 
would have virtually no effect upon 
rates to consumers. 

3. Even though Metropolitan Edi- 
son Company be in a better position 
to finance improvements and exten- 
sions of Northern Pennsylvania Pow- 
er Company and to refinance certain 
securities of that company, no testi- 
mony was offered to show that North- 
ern Pennsylvania Power Company, 
acting independently, could not refund 
its bonds at a lower annual cost. 

4. While petitioners aver that 
Metropolitan Edison Company has 
large generating plants capable of 
meeting all the power requirements of 
Northern Pennsylvania Power Com- 
pany, no plan is offered by which pow- 
er will be furnished in the Northern 
Pennsylvania Power Company terri- 
tory from the plants of Metropolitan 
Edison Company. 

5. The existing transmission line 
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from Peckville, Pa., to Binghamton, 
N. Y., is connected at no point to any 
part of the system of Northern Penn- 
sylvania Power Company. The pro- 
posed extension southward, from 
Peckville to Stroudsburg, will enable 
connection with the system of Metro- 
politan Edison Company, but in the 
absence of any proposal to connect the 
existing transmission line to the 
Northern Pennsylvania Power Com- 
pany system, any power from Metro- 
politan Edison Company plants will be 
delivered only to Binghamton and not 
to the system of Northern Pennsy]l- 
vania Power Company. 

6. Were it proposed to connect the 
existing transmission line with the 
system of Northern Pennsylvania 
Power Company, adequate service 
could not be furnished from the plants 
of Metropolitan Edison Company, as 
the existing transmission line and the 
proposed extension are but a single 
circuit and it would be improvident to 
serve a territory so vast as that of 
Northern Pennsylvania Power Com- 
pany from a single circuit line. 

7. Petitioners aver that if the 
merger is consummated, the trend to- 
ward rate simplification and rate re- 
duction would be emphasized and ac- 
celerated, although no immediate rate 
reduction by Northern Pennsylvania 
Power Company is_ contemplated. 
The consummation of the proposed 
merger should not be required to ef- 
fect simplification of rates. 

8. The respective areas served by 
petitioners are vastly different in char- 
acter, that of Northern Pennsylvania 
Power Company being a thinly popu- 
lated rural area, while that of Metro- 
politan Edison Company is a densely 
populated industrial area. The areas 
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are not contiguous and are widely sep- 
arated by 52 miles at their eastern ends 
and by more than 100 miles at their 
western ends. There is no community 
of interest between the two areas and 
they are not adapted for combining 
into one composite service area. 

For all these reasons here enumerat- 
ed, and more particularly set out in our 
report and order of September 21, 
1936, we cannot find that the proposed 
sale of the franchises and property of 
Northern Pennsylvania Power Com- 
pany to Metropolitan Edison Com- 
pany, under the terms of the amended 
petition of October 22, 1936, is neces- 
sary or proper for the service, accom- 
modation, convenience, or safety of 
the public; therefore, 

Now, to wit, March 9, 1937, it is 
ordered: That approval of the sale of 
the franchises and all the property, 
real, personal, and mixed, of Northern 
Pennsylvania Power Company to 
Metropolitan Edison Company, in ac- 
cordance with the petition of May 31, 
1935, amended by the petition of Oc- 
tober 22, 1936, be and is hereby de- 


nied. 


Commissioner Egan filed a dis- 
senting opinion joined in by Chair- 
man Goodnough and Commissioner 
StahInecker. 


Ecan, Commissioner, dissenting: 
I respectfully dissent from the opinion 
of the majority. In my judgment the 
application should be approved subject 
to certain conditions. For the purpose 
of brevity Northern Pennsylvania 
Power Company will be referred to 
herein as Northern Company, while 
Metropolitan Edison Company will be 
referred to as Metropolitan Company. 

After this Commission, by its re- 
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port and order of September 21, 1936, 
denied approval of the application, an 
amended petition was filed praying 
that we enter an order approving the 
sale based upon no movement of cash 
and securities, and that we order the 
transfer on the books of the Metro- 
politan Company of the amount of the 
proposed consideration to its capital 
surplus or to its stated capital for com- 
mon stock. 

While the prayer of the petition for 
rehearing was denied by our order of 
November 9, 1936, from which order 
an appeal has been taken as recited in 
the majority opinion, this matter is 
now pending before us by the grace of 
the superior court and as the result of 
a petition joined in by all parties for 
reference back to the Commission be- 
fore argument of the appeal. 

In the original petition for approval 
of the sale it is proposed to have Met- 
ropolitan Company assume all obliga- 
tions of Northern Company and to pay 
to the latter company the sum of $2,- 
532,040.09, of which $1,537,911.80 is 
to be in cash, and the balance of $994,- 
128.29 is to be in 44 per cent gold 
bonds refunding series due 1956, of 
Associated Electric Company at the 
average cost to Metropolitan Company 
of 45.46 per cent, or market price at 
the time of settlement, whichever is 
greater, the purchase price of $2,532,- 
040.09 to be adjusted for changes in 
the assets and liabilities resulting from 
the conduct of ordinary business from 
April 30, 1935, to date of settlement. 

The Metropolitan Edison Corpora- 
tion (now NY PA NJ Utilities Com- 
pany ) is the sole owner of the common 
stock of both the Northern Company 
and the Metropolitan Company, and 
the cash and securities proposed to be 
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moved from Metropolitan Company 
to Northern Company would, there. 
fore, ultimately lodge in NY PA NJ 
Utilities Company. As set forth in 
our report of September 21, 1936, 
such a movement of cash and secur- 
ities is not in the public interest, and 
would constitute an unnecessary drain- 
ing by a holding company of the cur- 
rent assets of its subsidiary, Metro- 
politan Company. 

Petitioners, as set forth in their 
amended application, now propose to 
effect the sale by merely entering the 
amount of the consideration of $2,- 
532,040.09 upon the books of Metro- 
politan Company to its capital surplus 
or to the stated value of common stock, 
unaccompanied by any movement of 
cash and securities. 

In my judgment, the amount of the 
consideration is still excessive. In de- 
termining the consideration upon the 
method offered by petitioner, namely, 
the actual cost of the property from 
the original books of the companies 
comprising the present Northern Com- 
pany, plus the other assets and less the 
liabilities, use was made of the sum of 
$588,850 for reserve for renewals and 
replacements, as determined by an 
engineering appraisal, rather than the 
sum of $1,104,301.49, as on the books 
of Northern Company for this ac- 
count. Our report and order of Sep- 
tember 21, 1936, holds that the latter 
sum should be used and that, conse- 
quently, the consideration should not 
exceed $2,016,588.60. With this 
finding I am in entire accord. 

Petitioners now desire to enter the 
consideration upon the books of Met- 
ropolitan Company to its capital sur- 
plus or to the stated capital of its 
common stock. In this instance, the 
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sated capital of the common stock of 
Metropolitan Company should be in- 
creased by the sum of $2,016,588.60, 
the whole of the consideration. This 
sum is less than the stated capital of 
the common stock of Northern Com- 
pany, namely, $2,600,000, and the 
lesser sum of $2,016,588.60, there- 
fore, represents the equity of the com- 
mon stock of that company, and is the 
proper sum to be transferred to the 
stated capital of the common stock of 
Metropolitan Company, in my judg- 
ment. This figure is as of April 30, 
1935, and should be adjusted to the 
date of settlement. Before effect 


could be given to the approval of the 
application, I would require that there 
be submitted to the Commission for 
approval a statement of the proposed 
entries to be made on the books of the 
Metropolitan Company recording the 


transaction. Among other things, I 
would require that these entries ex- 
dude all write-ups in value of fixed 
capital, and include the reserve for re- 
newals and replacements as actually 
on the books of the Northern Com- 
pany. 

This method of approach would be 
entirely consistent with the orders en- 
tered by the Federal Power Commis- 
sion, to which application for approval 
of merger of the two companies was 
fled at Docket IT-5000. In the first 
instance, the Federal Power Commis- 
sion denied the application for the 
major reason suggested by this Com- 
mission, namely, that it would permit 
the draining by a holding company 
of the funds of one of its operating 
companies, with no consequential 
benefit. Upon reconsideration, how- 
ever, and as the result of an amended 
application similar to the one now be- 
[18] 


fore us, the application was approved 
and it was ordered— 

“(1) That the application of North- 
ern Pennsylvania Power Company 
for disposition and sale of all of its 
franchises and property, real, per- 
sonal, and mixed to Metropolitan 
Edison Company under the terms of 
an agreement as set forth in para- 
graph numbered (1) above be and 
the same is hereby approved, subject 
to said agreement being properly ex- 
ecuted and approved by the Commis- 
sion, and the said sale is authorized 
without prejudice to the authority of 
the Commission with respect to rates, 
valuation, services, or any other mat- 
ters whatsoever in any future proceed- 
ings; 

“(2) That the bookkeeping entries 
by which the proposed sale is effected 
shall be submitted to and approved by 
the Commission subject to such modi- 
fications thereof as may be deemed ap- 
propriate.” 

This order was based upon a find- 
ing that the proposed sale and merger 
was “consistent with the public inter- 
est and in harmony with § 203 of the 
Federal Power Act.” 

In the Commission’s report and 
order of September 21, 1936, a num- 
ber of reasons as to the undesirability 
of the merger were cited. Most of 
the other reasons deal with problems 
of management. Those which the 
writer thinks are of sufficient im- 
portance to warrant consideration will 
be discussed separately. 

Under the suggested treatment the 
principal objection to the merger is 
removed. The remaining objections 
could and would be met by attaching 
conditions to our approval which 
would enable this Commission to con- 
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trol service to the public, and proper 
charges therefor, within the respective 
areas now served by the Northern 
Company and the Metropolitan Com- 
pany. In so doing, such benefits as 
would accrue from the merger would 
be realized, and no burdensome condi- 
tions placed upon the consumers in 
either area. 

I would determine, therefore, that 
the proposed merger is in the public 
interest, and consistent with a broad 
state and Federal regulatory policy, 
subject to the following conditions: 

(1) That the consideration should 
not exceed $2,016,588.60 and that 
there should be used as a reserve for 
renewals and replacements the sum of 
$1,104,301.49 as on the books of 
Northern Company, rather than the 
sum of $588,850 which was deter- 
mined by an engineering appraisal. 

(2) That, after giving effect to the 
merger or consolidation, the territory, 
property, revenues, expenses, etc., be 
recorded on the merged company’s 
books as Northern District and as 
Metropolitan District, in so far as they 
refer to the property, facilities, and 
territory formerly owned and operat- 
ed by the Northern Company and such 
as may have been owned by the Metro- 
politan Company. 

(3) That the fixed capital accounts 
and reserves for renewals and replace- 
ments of Northern District and of 
Metropolitan District, be separately 
recorded. 

(4) That the revenues and classifi- 
cations of consumers of Northern Dis- 
trict and of Metropolitan District be 
separately recorded. 

(5) That the expenses of operation 
and maintenance and the charges for 
renewals and replacements directly at- 
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tributable to Northern District and to 
Metropolitan District, respectively, be 
separately recorded. 

(6) That applicants allocate to 
Northern District and to Metropolitan 
District the expenses of operation in. 
curred for the districts jointly, which 
are not directly attributable to the re. 
spective districts and record the basis 
of allocation. 

(7) That the fixed capital retire. 
ments be separately recorded and 
charged to the appropriate reserve ac- 
counts for the respective districts. 

(8) That there be submitted to the 
Commission for its approval a state- 
ment of the proposed entries to be 
made on the books of the consolidated 
company recording the transaction, 
which entries shall have the Commis- 
sion’s approval before recording. 
Such entries shall exclude all write-ups 
in value of fixed capital, and shall in- 
clude the reserve for renewals and re- 
placements as actually on the books of 
Northern Company. 

(9) That the annual reports of 
Metropolitan Company (the merged 
company) be submitted to this Com- 
mission upon the basis of the fore- 
going requirements. 

As indicated above, both this Com- 
mission and the Federal Power Com- 
mission have concurrent jurisdiction 
in the premises. Petitions substantial- 
ly alike were filed respectively with this 
Commission and the Federal Power 
Commission. Both Commissions re- 
jected the application on the ground 
of the draining of assets by a holding 
company from an operating company. 
Subsequently, amended applications 
were filed, substantially similar in 
form but eliminating the objection of 
draining of assets. The application 
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as thus amended was approved by the 
Federal Power Commission subject 
to the conditions enumerated above 
and rejected by this Commission. 

While admittedly the basis of juris- 
diction of the two Commissions is 
dissimilar, it appears to me that there 
should be cogent reasons motivating 
a state Commission in disapproving a 
merger approved by a Federal Com- 
mission having concurrent jurisdic- 
tion. Such reasons do not appear to 
the writer to be present in this case. 

The Federal Power Act, Part II— 
regulation of electric utility companies 
engaged in interstate commerce—in- 
cludes the following declaration of na- 
tional policy : 

“(a) It is hereby declared that the 
business of transmitting and selling 
electric energy for ultimate distribu- 
tion to the public is affected with a 
public interest, .” 16 USCA 
Supp. § 824. 

As to consolidations—and this sec- 
tion was invoked when applicants 
sought approval of the Federal Power 
Commission—the act says: 

“(a) No public utility shall sell, 
lease, or otherwise dispose of the 
whole of its facilities subject to the ju- 
risdiction of the Commission, or any 
part thereof of a value in excess of 
$50,000, or by any means whatsoever, 
directly or indirectly, merge or con- 
solidate such facilities or any part 
thereof with those of any other per- 
son, or purchase, acquire, or take any 
security of any other public utility, 
without first having secured an order 
of the Commission authorizing it to 
do so. Upon application for such ap- 
proval the Commission shall give rea- 
sonable notice in writing to the gov- 
«mor and state Commission of each 
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of the states in which the physical 
property affected, or any part thereof, 
is situated, and to such other persons 
as it may deem advisable. After no- 


tice and opportunity for hearing, if 
the Commission finds that the pro- 
posed disposition, consolidation, ac- 
quisition, or control will be consistent 
with the public interest, it shall ap- 
16 USCA, Supp. 


prove the same.” 
§ 824b. 

This declaration of public policy 
dovetails with the public policy which 
resulted in the passage of the Public 
Utility Holding Company Act of 
1935, 15 USCA, Supp. § 79, et sequi- 
tur. Section 79a thereof recites: 

“(a) Public utility holding com- 
panies and their subsidiary companies 
are affected with a national public in- 
terest. 

“(b) . the national public 
interest, the interest of investors in 
the securities of holding companies 
and their subsidiary companies and 
affiliates, and the interest of consum- 
ers of electric energy and natural and 
manufactured gas, are or may be ad- 
versely affected—. 

“(4) when the growth and exten- 
sion of holding companies bears no re- 
lation to economy of management and 
operation or the integration and co- 
Ordination of related operating prop- 
erties ; or 

“(5) when in any other respect 
there is lack of economy of manage- 
ment and operation of public utility 
companies or lack of efficiency and 
adequacy of service rendered by such 
companies, or lack of effective public 
regulation, or lack of economies in 
the raising of capital.” 

Under Subsection (c) of the same 
section it is stated that the act was 
18 P.U.R.(N.S.) 
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adopted, among other things, “to com- 
pel the simplification of public utility 
holding company systems and the 
elimination therefrom of properties 
detrimental to the proper functioning 
of such systems, es 

The purposes of the applicants, 
therefore, fit in with the policy de- 
clared by the Federal government, of 
integrating properties, simplifying 
corporate structures and eliminating 
unnecessary expenses to the end that 
operating expenses may be cut down 
and better and cheaper service fur- 
nished. 

The majority opinion recognizes 
that the proposed sale would result in 
but one corporation with one set of 
books, one set of corporate returns, 
one set of annual reports, and one set 
of taxes, and that manifest benefits 
would thus be realized. It further rec- 


ognizes that, as a result of the merger, 
there would be but one mortgage on 
the total property of the merged com- 
panies, thus reducing trustees’ fees. 
It bases its opinion, however, on the 
fact that the identities of the two areas 


would become lost. It states that ade- 
quate regulation of the rates, service, 
and facilities of the companies in- 
volved would be rendered very dif- 
ficult, if not virtually impossible, be- 
cause of the merging of two wholly 
dissimilar and widely separated areas. 

It seems to me that its objections 
fly into the very teeth of the Federal 
enactments on the subject, as well as 
the policy of this Commission in bring- 
ing about simplicity of corporate 
structure and the merger of proper- 
ties under one management wherever 
reasonably possible. There is a more 
potent argument, however. This 
Commission in a number of cases has 
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permitted the merger of bus and trac 
tion companies where there was 2 

identity of ownership of the capita 
stock of both companies. While it jg 
true that the merger took place unde 
the Act of June 26, 1931, P. L. 1402 
it is equally true that the effect of the 
merger in each instance was to unite j 

one operating company services com 
pletely dissimilar and services which, 
even under the accounting standards 
set up by this Commission, required 
different accounting treatment. 

In the first application of that kind 
which engaged the attention of this 
Commission (Scranton Transit Com- 
pany, Application Docket No. 33326), 
the following reasons, among others, 
were urged by the applicant in favor 
of a merger: 

“1. The trolley and bus properties 
are operated together and should be 
managed by a single company. 

“2. Certain economies of opera- 
tion would result from the arrange- 
ment.” 

In approving the merger this Com- 
mission said “in the light of these 
facts, we will approve these applica- 
tions, but we wish to emphasize to the 
applicant that our present -action is 
without prejudice to our considera- 
tion of the transit and bus properties 
and operations separately in future 
rate proceedings, and that for this pur- 
pose applicant must maintain its ac- 
counts so that bus and railway proper- 
ty values, and bus and railway opera- 
tion costs, shall be kept separate and 
distinct upon its books.” 

The Commission order which bears 
date December 3, 1934, contained the 
direction “That applicant record its 
bus property and operations as re- 
quired by our Uniform Classification 
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of Accounts for Carriers of Passen- 
gers by Motor Vehicle; and that it 
continue to follow the requirements of 
the Uniform System of Accounts for 
Electric Railways, prescribed by the 
Interstate Commerce Commission, in 
relation to its railway property and 
operations.” 

A similar form of application filed 
by Johnstown Traction Company for 
approval of the acquisition of all cor- 
porate powers, franchises, property 
rights, and credits of Traction Bus 
Company, Southern Cambria Bus 
Company, and Beaverdale-South Fork 
Bus Company was approved by this 
Commission on December 15, 1936 
(Application Docket No. 34531). See 
also applications of Harrisburg Rail- 
ways Co. (Application Dockets Nos. 
33874, 33875). 

The latest case of a similar nature 
before this Commission was the ap- 
plication of the Conestoga Company 
for approval of the sale and transfer 
of all its property, franchises, and 
tights to the Conestoga Traction 
Company (Application Docket No. 
35051). There it was urged, as a rea- 
son for the consolidation, that the pur- 
pose of the proposed sale was to cen- 
tralize transportation operations in 
one company, and to eliminate the ne- 
cessity of keeping two sets of books 
and accounts, as well as the elimination 
of the corporate system of one of the 
companies. In approving the applica- 
tion this Commission, on February 
15, 1937 (17 P.U.R.(N.S.) 462, 464) 


said : 


“We shall approve the consolidation 
of the two companies because the plan 
of consolidation accords with law and 
Presents no objectionable features and 
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because the public will benefit from 
the elimination of one corporate 
structure and from the closer coérdi- 
nation of street railway and motor 
coach operations that should follow 
the consolidation. But our order of 
approval will contain provisions 
which will make clear that our ap- 
proval is not to be understood as com- 
mitting us to approve or prescribe bus 
and coach rates and fares which, with 
street railway rates and fares, shall be 
sufficient to yield a return on all the 
property of Conestoga Transporta- 
tion Company used and useful in the 
public service. To the end that bus 
and coach rates and fares may be regu- 
lated separately and apart from street 
railway rates and fares, our order of 
approval will contain a further provi- 
sion which will require Conestoga 
Transportation Company to account 
for its bus and coach property and 
operations separately and apart from 
its street railway property and opera- 
tions. Our order of approval will 
also include a provision to the effect 
that our approval is not to be under- 
stood as committing us, in any pro- 
ceedings that may be brought before 
us for any purpose, to fix a valuation 
on the corporate powers, franchises, 
property, rights, and credits of the 
Conestoga Company equal to the 
amount of the consideration to be paid 
therefor by Conestoga Transportation 
Company, or to approve or prescribe 
rates and fares which shall be suffi- 
cient to yield a return on said con- 
sideration.” 

It is apparent, therefore, that there 
can be no serious objection to the 
merger of two electric utilities which 
are necessarily bound by the account- 
ing practices prescribed for electric 
18 P.U.R.(N.S.) 
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properties when this Commission has 
approved the merger of bus and trac- 
tion properties each being a separate 
and wholly dissimilar kind of business 
requiring different and wholly dis- 
similar methods of accounting. 
Numerous other reasons against the 
merger have been summarized in the 
majority opinion. It seems to me that 
only one of those reasons is important 
enough to require discussion. The 
reason to which I refer is that “the 
areas are not contiguous and are wide- 
ly separated by 32 miles at their east- 
ern ends and by more than 100 miles 
at their western ends.” To the same 
effect it is urged “there is no commu- 
nity of interest between the two areas 
and they are not adapted for combin- 
ing into one composite service area.” 
In disposing of this point it must 
be remembered that. the Delaware 


river forms the eastern boundary of 
both territories. Even the majority 
opinion recognizes that the Northern 


Company serves thinly populated 
rural areas, while Metropolitan Com- 
pany serves a densely populated in- 
dustrial area. It must also be remem- 
bered that the territory of the North- 
ern Company is nearly twice as large 
as that of the Metropolitan Company ; 
that for the five months ending May 
31, 1935, service was furnished by the 
Northern Company to 20,868 con- 
sumers, while 106,333 consumers were 
served by the Metropolitan Company. 
A merger of these two properties 
would bring about operating econ- 
omies, and would tend to produce the 
lower rates in the territory served by 
the Northern Company that are now 
enjoyed by consumers in the Metro- 
politan area. In the report and order 
of September 21, 1936, supra, at p. 
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400 of 15 P.U.R.(N.S.) we state 
“the average rate paid by residentiz 
customers of Northern Company j 
about one cent more per kilowatt ho 
than the rate paid by the residentis 
customers of Metropolitan Company. 

While it may be stated that no at 
tempt was made by the applicants t 
analyze the benefits that would flo 
to the consumers in the rural Northert 
territory, and that this failure is on 
of the reasons alleged for rejecting 
the application, no such evidence wa 
required in the merger of the bus an¢ 
traction properties to which this Com 
mission gave its consent and which aré 
cited above. Furthermore, the fac 
that the areas are separated by 3 
miles, and would require the construc 
tion of a tie line of that length, doe; 
not seem to be insurmountable. | 
the light of experience in constructio 
of modern transmission facilities wit 
towers carrying high-tension wires 
across vast areas from hydroelectric 
and other generating plants, it would 
seem that 32 miles, particularly in the 
bleak timbered area along the Dela 
ware, mountainous in nature and 
sparsely populated, is not an unusual 
distance presenting exceptional dif- 
ficulties. Considering the nature of 
the country involved, the areas are 
reasonably contiguous and the Federal 
Power Commission must have so 
found, because that Commission ap- 
proved this merger. 

As indicated above, the manner of 
adjusting service to the merged ter- 
ritory is a matter of management as 
to which we cannot exert jurisdiction. 
“It was not intended by the legislature 
that the Commission should be a board 
of managers to conduct and control 
the affairs of public service companies, 
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lt it was meant that where certain of 
Kir powers and obligations had in- 
imate relation to the public through 
bimess, accommodation, or conven- 
ince, the Commission should have an 
pquisitorial and corrective authority 
) regulate and control the utility in 
ie field specifically brought within 
he Commission’s jurisdiction.” Co- 
ay Cement Mfg. Co. v. Public Serv- 
Mc Commission, 271 Pa. 58, 61, 
PU.R.1921E, 597, 114 Atl. 649, 16 
AL.R. 1214. 

I believe it reasonable to surmise 
at under the pressure of both Fed- 


eral and state regulation the merged 
company would exert every means 
within its power to bring about de- 
creases in operating costs, with result- 
ing costs in service. If such were not 
the case, this Commission and the 
Federal Power Commission have 
ample remedies at hand. 

For the reasons given, I would bring 
the action of the Pennsylvania Com- 
mission into harmony with the action 
of the Federal Power Commission by 
approving the merger, subject to the 
conditions which I have enumerated 


above. 





NITED STATES CIRCUIT COURT OF APPEALS, SEVENTH CIRCUIT 


Indianapolis Water Company 


Perry McCart et al. 


(— F. (2d) —.) 


Valuation, § 219 — Property used or useful — Lands for reservoir. 
1. Lands acquired by a water utility along a creek for the purpose of estab- 
lishing a reservoir for future water needs, when providently purchased 
and in good faith, should be included in the rate base although retarding 
of consumption because of an economic depression has caused a slowing 
of the project, if there is no justification for an assumption that the project 


has been abandoned, p. 282. 


Valuation, § 119 — Overheads — Percentage basis — Application to increased 


value. 


2. A court which increases a valuation in a case where undistributed con- 
struction costs are on a percentage basis should extend the percentage com- 
putation to the added value, p. 283. 


Valuation, § 358 — Going value — Percentage basis — Application to increased 


value. 


3. A court which increases a valuation in a case where going value is com- 
puted on a percentage basis should extend the percentage computation to 


the added value, p. 283. 
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Appeal and review, § 52 — Findings of value — Review of Commission decision, 
4. A Federal court reviewing a Commission order alleged to be confisca- 
tory should determine the fair and reasonable value at the time of the 
Commission determination and should also find the fair and reasonable value 
as of the date of the judicial findings and for a reasonable time in the future, 
p. 284. 

Evidence, § 9 — Judicial notice — Price changes — Valuation. 


5. A court, in determining fair value for rate making in a period of increas- 
ing prices, must judicially know and recognize price trends, p. 284. 


Valuation, § 23 — Price changes. 
6. A general and persistent rise in prices should be given effect in fixing 
a fair valuation for rate making, p. 284. 


Revenues, § 2 — Effect of price changes. 

7. The fact that price increases affect the rate base does not mean that 
such increases also bring increased revenues which would offset any as- 
sumed rise in values, when the rate remains stationary and unaffected and 
any increase in revenues could be effected only by an increased use of the 
commodity ; and in the case of a company selling water this would not be 
marked and could in no event be in any substantial ratio to the rise in prices 
generally, p. 286. 


Return, § 115 — Water utility. 
8. A return of 6 per cent was held to be adequate for a water utility, under 
efficient and economical management, to maintain and support its credit 
and enable it to raise the money necessary for the proper discharge of its 
public duties, p. 286. 


Evidence, § 11 — Burden of proof — Operating receipts and disbursements. 
9. A public utility company, which declines to offer proof before a court 
as to operating receipts and disbursements for the year preceding a judicial 
determination as to the adequacy of rates fixed by a state Commission, is 
in no position to complain because the court does not adopt the company’s 
figures, although the Commission’s prophecy as to net income should give 
way to experience, p. 287. 

Appeal and review, § 49 —Scope of review — Confiscation question — Commis- 

sion rates. 

10. The function of the court, in reviewing a Commission rate order al- 
leged to be confiscatory, is to ascertain whether an application of the pro- 
posed rate would amount to confiscation of the utility company’s property 
in violation of the Fourteenth Amendment, p. 287. 


[March 23, 1937.] 


a from District Court decree dismissing a bill of com- 
plaint on the merits in a suit to restrain enforcement of 
rates fixed by a state Commission after trial before a special 
master and hearing before the district court; reversed and 
remanded. For lower court decision, see 12 P.U.R.(N.S.) 478. 


* 


APPEARANCES: William L. Ran- Redding (Baker and Daniels, Attor- 
som, Joseph J. Daniels, and G. R. neys) for the appellant; Urban C. 
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Stover, First Deputy Attorney Gener- 
al (Philip C. Lutz, Jr., Attorney Gen- 
eral; James E. Deery, Corporation 
Counsel; Floyd J. Mattice, City At- 
torney; Edward H. Knight, of coun- 
sel), for the appellees. 

Before Evans, Circuit Judge, and 
Lindley and Briggle, District Judges. 


BriccLe, D. J.: The Indianapolis 
Water Company, a public service cor- 
poration, supplying the city of Indi- 
anapolis, Indiana, and its citizens with 
water, filed its amended and supple- 
mental bill in the district court on De- 
cember 31, 1932, alleging as confisca- 
tory a certain schedule of water rates 
promulgated by the Public Service 
Commission of Indiana on December 
30, 1932—effective January 1, 1933. 
The matter was referred to a special 
master who, after an extended hearing, 
filed his report on May 18, 1934, fix- 
ing the value of all of plaintiff’s prop- 
erty, used and useful, at $20,282,143. 
He found a reasonable rate of return 
to be 6 per cent and that the rates fixed 
by the Commission would produce 
$1,294,566.51, or slightly in excess of 
6 per cent. Upon exceptions, the dis- 
trict court, on November 29, 1935 (12 
P.U.R.(N.S.) 478) varied the find- 
ings of the special master in three im- 
portant particulars by (1) excluding 
from the property of the company to 
be considered in the determination of 
value a tract of some 4,854 acres of 
land known as the “Oaklandon” proj- 
ect, (2) increasing the value to be 
given certain water rights from $358,- 
605 fixed by the master to $500,000, 
and (3) by increasing the item of cost 
of common labor entering into repro- 
duction costs by $1,333,333. These 
changes moved the court to fix an ag- 
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gregate value on the company’s prop- 
erty of $21,392,821. In all other re- 
spects the report of the special master 
was approved, and the changes noted 
in the court’s findings did not cause it 
to reach a different ultimate conclusion 
than that reached by the master, to 
wit: that the promulgated rates were 
adequate and not confiscatory. From 
this conclusion, expressed in a decree, 
the company appeals assigning many 
errors. 

The Public Service Commission 
had, at the conclusion of its investi- 
gations in 1932, fixed the aggregate 
value of the company’s property used 
and useful in the furnishing of water 
service at $22,500,000, and had au- 
thorized and directed the placing in 
effect on January 1, 1933, the follow- 
ing schedule of rates: 


First 
Next 
Next 
Next 
Next 


500 cubic feet 
1 500 “ “ 


2,500 
7,500 
18,000 
Next 20,000 
Next 50,000 
Over 100,000 


Monthly minimum charge per meter: 
§ inch meter 


4 


Public fire protection service: 
Annual charge per hydrant 


Annual charge per inch foot 

The Commission said in its report 
at that time that such rates would 
“according to estimates furnished by 
its accounting department” produce a 
gross income of $1,335,000 (slightly 
less than 6 per cent), but expressed 
the opinion that such rates would pro- 
duce a gross income of $1,400,000 
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(slightly more than 6 per cent). The 
Commission also said in such report 
that such schedule of rates “may not 
yield a fair rate of return” upon what 
was then indicated as the fair value of 
the company’s property, “but the value 
found for the property has not and 
should not be pared down to fit the 
rates and revenues. The rates 

are based upon all the evidence and 
conditions, particularly the prevailing 
economic depression. The Commis- 
sion is of the opinion that with a re- 
turn of normal business conditions, 
the rates now fixed will prove sufficient 
and compensatory, in any event, under 
the prevalent conditions, the rates es- 
tablished are all the Commission feels 
warranted in authorizing at this time, 
and any further recoupment of the 
company’s losses in revenues will have 
to come through regained volume of 
business rather than through rates 
higher in themselves.” 

The Commission in its verified an- 
swer, filed in this proceeding, averred 
that the valuation of the company’s 
property, as found by it, was substan- 
tially correct, but later by amendment 
said that the value did not exceed the 
sum fixed by it ($22,500,000) and 
offered evidence indicating a less val- 
ue. 

We have given consideration to the 
many assignments of error urged up- 
on us and will refer briefly to the more 
important ones. 


Oaklandon Project 


[1] Assignment of error No. 19 
challenges the correctness of the hold- 
ing of the district court in excluding 
from consideration as nonused and 
nonuseful certain property of appel- 
lant known as the Oaklandon lands. 


18 P.U.R.(N.S.) 


The Commission had included this in 
the rate base as had the master who 
fixed its fair value at $364,050. The 
court agreed with the master as to its 
fair value but felt that under the cir- 
cumstances it should not be included. 

These lands consisted of 4,854 
acres located along and upon both sides 
of Fall creek, beginning at a point 
some 15 miles northeast of Indianap- 
olis and were acquired over a period 
of four or five years preceding the 
time of the hearing with the authority 
of the Commission and for the pur- 
pose of establishing a reservoir for 
future water needs. It was the pur- 
pose at the time of the purchase to 
construct a dam near the lower bound- 
ary line of such tract and retard the 
flow of water in Fall creek and thus 
build a large reservoir. Appellant's 
engineer testified that preliminary 
studies had been made with respect to 
the proposed dam and reservoir and 
detailed plans completed. It seems 
that the advent of the depression re- 
tarded the consumption of water and 
this factor and others caused a slow- 
ing of the project. An examination 
of the evidence on this subject offers 
no justification for an assumption that 
the project has been abandoned. On 
the other hand it requires a finding 
that the property was providently pur- 
chased and in good faith and is rea- 
sonably useful for appellant’s business. 
Under such circumstances it should 
have been included in the rate base. 
Brooklyn Borough Gas Co. v. Pren- 
dergast (1926) 16 F. (2d) 615, 
P.U.R.1927A, 200, and cases cited. 
The time when and the precise man- 
ner in which it shall be brought into 
active use is for its owners to deter- 
mine. Missouri ex rel. Southwestern 
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Bell Teleph. Co. v. Public Service 
Commission, 262 U. S. 276, 67 L. ed. 
%1, P.U.R.1923C, 193, 43 S. Ct. 
344,31 A.L.R. 807; Banton v. Belt 
Line R. Corp. (1925) 268 U. S. 413, 
69 L. ed. 1020, P.U.R.1926A, 317, 45 
S. Ct. 534; State P. U. C. ex rel. 
Springfield v. Springfield Gas & E. 
Co. (1919) 291 Ill. 209, P.U.R. 
1920C, 640, 125 N. E. 891. If there 
comes a time when it appears no long- 
er to be useful and not reasonably to 
be required for the future operations 
of the company or the needs and 
health of the community, it may be 
excluded. The evidence does not jus- 
tify the conclusion that this time has 
yet arrived. The valuation fixed up- 
on this land, of $364,050, by the court 
finds ample support in the evidence 
and should have been included in the 
valuation of appellant’s property. 


Undistributed Construction Costs and 
Going Value 


[2,3] In assignment of error No. 
18 appellant asserts that while the 
court increased the special master’s 
valuation of water rights and common 
labor costs in the aggregate amount of 
$1,474,728 it failed to reflect such in- 
creased values in its determination of 
“undistributed construction costs” and 
“going value.” These two latter ele- 
ments are concededly proper factors 
to be given consideration in an ap- 
praisement of appellant’s property. 
See Des Moines Gas Co. v. Des 
Moines, 238 U. S. 153, 59 L. ed. 1244, 
P.U.R.1915D, 577, 35 S. Ct. 811; 
Denver v. Denver Union Water Co. 
246 U. S. 178, 62 L. ed. 649, P.U.R. 
1918C, 640, 38 S. Ct. 278; McCardle 
v. Indianapolis Water Co. (1926) 272 
U. S. 400, 71 L. ed. 316, P.U.R. 
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1927A, 15, 47 S. Ct. 144; Los An- 
geles Gas & E. Corp. v. California R. 
Commission, 289 U. S. 287, 77 L. ed. 
1180, P.U.R.1933C, 229, 53 S. Ct. 
637. In the instant case they were 
arrived at by both the master and court 
on a percentage basis. The agreed in- 
ventory, seemingly used by all the par- 
ties, had grouped the various items 
entering into the total property, as fol- 
lows: 

Item 
Item 
Item 
Item 
Item 
Item 


Item 
Item 


Organization expenses. 

. Water rights. 
Land (exclusive of improvements). 
Buildings, fixtures, and grounds. 
Pumping equipment. 
Intakes and supply mains. 
Purification system. 
Distribution system. 

Item General equipment. 

Item 9. Working capital. 

Undistributed construction costs. 

Going value. 


> 


OO BDNAMS WN 


In the determination of undistribut- 
ed construction costs the four engi- 
neering witnesses had arrived at four 
separate figures which when translat- 
ed into percentages, computed upon 
items 1 to 8, inclusive, were as fol- 
lows: Fuller 17.1 per cent, Pirnie 
15.5 per cent, Wenger 14.9 per cent, 
Hansen 14.8 per cent. The master 
concluded that an allowance of 15 per 
cent upon the depreciated value of such 
items 1 to 8, inclusive, was a fair 
allowance for undistributed construc- 
tion costs and with this the court 
agreed, but failed to extend such per- 
centage computation to the added val- 
ue above indicated of $1,474,728. 
The question is not whether a fixed 
percentage of items 1 to 8, inclusive, 
would have been a proper basis in it- 
self for the determination of undis- 
tributed construction costs, as it ap- 
pears that all of the experts who tes- 
tified used a more scientific basis to 
arrive at their figures; but this was 
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only the machinery adopted by the 
master and court for interpreting their 
conclusions. Having adopted such 
means, it was necessary in order to 
follow through on this basis to apply 
same to the increased value given to 
such items. This would have been in 
harmony with the evidence, and 
would have been a correct application 
of the expert testimony. 

The same is true of the item of go- 
ing value where the master and court 
adopted as a proper valuation 94 per 
cent of items 1 to 9, inclusive, but the 
court failed to give effect to this in the 
added value placed on the property by 
it. These two discrepancies if cor- 
rected on the basis of the court’s val- 
uations would add an additional value 
of $361,308. 

It is also contended that the per- 
centage applied in order to ascertain 
“going value” should likewise have 
been extended to whatever sum was 
found to fairly represent undistribut- 
ed construction costs, as well as items 
1 to 9 aforesaid. This we think fair 
and more nearly responsive to the evi- 
dence upon the subject. This correc- 
tion on the basis of the court’s findings 
of value of undistributed construction 
costs (plus the correction hereinbefore 
indicated) would add to the item of 
going value the sum of $250,079. 


Effect of Rising Trend in Prices 


[4-6] It is to be noted that the 
testimony before the master as well 
as the findings of the master and court 
with reference to value were directed 
to April 1, 1933. The court, however, 
recognizing what we deem to be a cor- 
rect principle, found that the sum of 
$21,392,821 was not only a fair and 
reasonable value on that date but “was 
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the fair and reasonable value thereof 
as of the time of filing the report of 
the special master (May 18, 1934), 
and as of the date of these findings 
(November 29, 1935, supra) and that 
such value will continue to be a fair 
and reasonable value of the plaintiff’s 
used and useful property for a rea- 
sonable time in the future.” 

Assignments of error 16 and 17 
deal with what appellant asserts was 
the failure of the court to give any 
effect to the definite increase and up- 
ward trend of values from April 1, 
1933, to the date of the final decree 
(November 29, 1935). The master 
had found (which findings had been 
approved by the court) that “there was 
no indication on April 1, 1933, nor has 
there been at any time since, that there 
would be any definite trend, either up- 
ward or downward, for a reasonable 
time in the future, as to prices or val- 
ues of any of the items of property 
owned by plaintiff.” 

From the date as of which the valu- 
ations were fixed (April 1, 1933) to 
the date of the court’s decree (Novem- 
ber 29, 1935) thirty-two months had 
intervened. For one to say on April 
1, 1933, what the trend of values was 
to be for the next ensuing thirty-two 
months was prophecy, but on Novem- 
ber 29, 1935, we had, at least for this 
period definitely passed from the field 
of speculation to one of experience. 
Experience had taught that for those 
thirty-two months there had been a 
constant and definite trend upward in 
commodity values. The Engineering 
News Record, referred to by the par- 
ties as a reasonably reliable guide as 
to price trends furnishes the following 
index figures for a 5-year period: 
1931—181.35, 1932—156.97, 1933— 
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170.18, 1934—198.10, 1935—195.22. 
The all-commodities index of the 
United States Department of Labor 
tells the same graphic story of the rise 
of prices during the same period but 
somewhat ‘less conservatively than 
above noted. We think, therefore, 
that the court’s findings in this respect 
were contrary to facts that we must 
judicially know and must recognize 
in determining a fair valuation of ap- 
pellant’s property. 

It is recognized that values as ap- 
plied to utility properties experience 
marked fluctuations from time to time. 
The purpose to be achieved in a de- 
termination of value is to give recog- 
nition to any increase or decrease in 
values at the time under consideration 
in order to reach a fair valuation not 
only for the moment but for the rea- 
sonably near future. A redetermina- 
tion of values and rates cannot be had 


at frequent intervals and consequently 
a determination that gives full recog- 
nition to the immediate future years 


is to be sought. This will largely be 
prophecy unless facts are at hand that 
are more convincing than prophecy. 
We think in this instance facts were 
at hand that overrode the prophecy. 
This principle was given recognition 
in McCardle v. Indianapolis Water 
Co. supra; Missouri ex rel. South- 
western Bell Teleph. Co. v. Public 
Service Commission, supra; West 
Ohio Gas Co. v. Ohio Pub. Utilities 
Commission (1935) 294 U. S. 79, 79 
L. ed. 773, 6 P.U.R.(N.S.) 459, 55 
S. Ct. 324; West v. Chesapeake & P. 
Teleph. Co. (1935) 295 U. S. 662, 79 
L. ed. 1640, 8 P.U.R.(N.S.) 433, 55 
S. Ct. 894. In the case of West v. 
Chesapeake & P. Teleph. Co. supra, 
at p. 439 of 8 P.U.R.(N.S.), the Su- 
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preme Court in rejecting a valuation 
by the Maryland Commission said: 
“As shown by the Commission’s ex- 
hibits, the price trend was gradually 
ascending from 1923 to 1929, It then 
suffered a precipitate decline so that 
at December, 1932, the date of the 
Commission’s valuation, it was at the 
nadir. Since then it has made a sharp 
recovery. The Commission recog- 
nized this. Its report and order were 
made November 28, 1933 (1 P.U.R. 
(N.S.) 346). At that time the price 
level, as shown by the all-commodities 
index of the United States Depart- 
ment of Labor had arisen 13.1 per 
cent over that of December 31, 1932. 

What the Commission in ef- 
fect did was to take the temporary low 
level of December, 1932, and apply 
this low level for the indefinite future 
in ascertaining the so-called fair value 
of the company’s plant and property. 
The experience of the two years which 
have elapsed since the Commission’s 
order clearly indicates the impropriety 
of the use of its method in the ap- 
praisal of a property such as that of 
this company.” We have quoted at 
length from the court’s opinion on ac- 
count of the similarity of dates and 
the similarity of the point before the 
court with that now under considera- 
tion. The appraisal by the Commis- 
sion in the instant case was in the fall 
of 1932, termed the “nadir” of the 
depression; the subsequent fixing of 
values by the master was as of April 
1, 1933, with a finding that there was 
no indication at that time, or since 
that there would be a definite trend “ei- 
ther upward or downward” in prices 
and values. We now find that there 
was a definite rise in commodity prices 
of approximately 25 per cent during 
18 P.U.R.(N.S.) 
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the 32-month period referred to which 
was bound to be reflected in the ap- 
praisement of appellant’s property. 
We think under the authorities re- 
ferred to this general and persistent 
rise in prices should have been given 
effect in fixing a fair valuation. 

[7] But appellees say, “How about 
appellant’s income? Did it follow the 
price index and increase? . . . If 
good times bring high prices, they also 
bring increased revenues which would 
offset any assumed rise in values.” 
This by no means follows. The rate 
of course remains stationary and un- 
affected and any increase in revenues 
due to a general appreciation of values 
could only be effected by an increased 
use of the commodity. In the case 
of the ordinary merchant it would be 
hoped that the suggested formula 
would apply—and even in the case of 
some utilities notably electric current 
with its remarkable increase in con- 
sumption in recent years, an increase 
in revenue in step with advancing val- 
ues might more reasonably be expect- 
ed; but in the case of a company sell- 
ing water this would not be marked 
and could in no event be in any sub- 
stantial ratio to the rise in prices gen- 
erally. 


Rate of Return 


[8] The unprecedented depression 
which has engulfed our country in re- 
cent years and which has amounted to 
an economic upheaval of world-wide 
magnitude has injected into the ques- 
tion of what is an adequate return 


questions not ordinarily present. 
When the question of an adequate rate 
for this identical utility was before 
the Supreme Court in 1926 in Mc- 
Cardle v. Indianapolis Water Co. su- 
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pra, at p. 31 of P.U.R.1927A, the 
court in approving a return of 7 per 
cent, said: “It is obvious that rates 
of yield on investments in bonds plus 
brokerage is substantially less than the 
rate of return required to constitute 
just compensation for the use of prop- 
erties in the public service. Bonds 
rarely constitute the source of all the 
money required to finance public utili- 
ties. And investors insist on higher 
yields on stock than current rates of 
interest on bonds. Obviously, the cost 
of money to finance the whole enter- 
prise is not measured by interest rates 
plus brokerage on bonds floated for 
only a part of the investment. The 
evidence is more than sufficient to sus- 
tain the rate of 7 per cent found by 
the Commission. And recent deci- 
sions support a higher rate of return.” 
In the recent case of West v. Chesa- 
peake & P. Teleph. Co. supra, the 
Commission had thought that a rate 
of 6 per cent was a proper return and 
the district court had held that 6 per 
cent was the limit beyond which the 
return could not be reduced without 
confiscation. In affirming the decree 
of the district court enjoining the 
Commission the Supreme Court de- 
clined to discuss the rate of return. 
Witnesses Dickson and Hill thought 
a return of 8 per cent would be re- 
quired by the company ; witnesses Mil- 
ler and Hansen believed that 6 per 
cent was an adequate return and the 
witness Payne was of the opinion that 
a return somewhere between 5 and 6 
per cent was adequate. The master 
found that 6 per cent would be ade- 
quate under efficient and economical 
management to maintain and support 
its credit and enable it to raise the 
money necessary for the proper dis- 
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charge of its public duties. With this 
finding the district court agreed and 
we think such conclusion finds ample 
support in the evidence. 

The previous expression of the Su- 
preme Court, indicating approval of 
areturn of 7 per cent is to be weighed 
by the conditions then confronting the 
court (1926) and we have given it the 
consideration that we respectfully feel 
it entitled as viewed at this date and 
under present conditions. We agree 
with the district court that 6 per cent 
was adequate under existing condi- 
tions. 


Net Income Applicable to Return 


[9] A dispute has also arisen with 
reference to the income properly ap- 
plicable to return. The master found 
that income applicable to return for 
the year 1933 and for a reasonable 
time thereafter would be $1,294,- 
566.51 which was some $57,000 high- 
er than the testimony of any witness 
indicated. The witness Williams, 
chief accountant for the Commission, 
estimated that the net income applica- 
ble to return for the year 1933 would 
be $1,237,294. Witness Hill for the 
company found the figure to be $1,- 
206,257. It is unnecessary to detail 
the master’s process of reasoning by 
which he arrived at his figure but it 
is not without merit. We would, 
however, feel obliged to strike it down 
as being without substantial support 
in the evidence were it not for the fact 
that he had before making his report 
(May 18, 1934) given the company 
the opportunity of again presenting 
evidence of the actual operating re- 
ceipts and disbursements for the cal- 
endar year of 1933, and, upon con- 
sideration, its counsel declined to of- 
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fer further proof. The question of 
what the net income had been for the 
year, 1933, under the new schedule of 
rates was not at that time any longer 
a matter of estimates but had become 
an established fact and the facts were 
in the possession of the company. 
Prophecy was then entitled to give way 
to experience and under such circum- 
stances if the company chose to re- 
main silent with the facts in its pos- 
session it is in no position to com- 
plain. We, therefore, accept the fig- 
ures as found by the master and ap- 
proved by the court. 

[10] The correction of the errors 
hereinbefore specifically referred to 
without reference to the failure to 
give effect to the rise of values gener- 
ally, would produce a return of less 
than 6 per cent. It is unnecessary for 
us to undertake an application of the 
upward trend of prices since April 1,. 
1933, to the specific items of appel- 
lant’s inventory or to say in what 
amount a proper consideration of same 
would enhance the value to be given 
appellant’s property. Lindheimer v. 
Illinois Bell Teleph. Co. (1934) 292 
U. S. 151, 78 L. ed. 1182, 3 P.U.R. 
(N.S.) 337, 54 S. Ct. 658. It is suf- 
ficient to observe that it would be so 
substantial as to make the questioned 
rates clearly confiscatory. Narrowly 
stated, our function is to ascertain 
whether an application of the proposed 
rates would amount to a confiscation 
of appellant’s property in violation of 
the Fourteenth Amendment. We con- 
clude that it would. The decree of 
the district court is reversed and the 
cause remanded with directions to 
grant the relief prayed. 

Reversed and remanded. 
18 P.U.R.(N.S.) 
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NEW YORK DEPARTMENT OF PUBLIC SERVICE, STATE DIVISION, 
PUBLIC SERVICE COMMISSION 


Re Long Island Lighting Company 


[Case No. 9026.] 


Accounting, § 29.1 — Organization and capital stock expenses — Effect of merger. 


1. Organization and capital stock expenses of a merged company should 
be written off upon merger, since such company ceases to exist as a sep- 
arate corporation and these items represent no asset of value after the 


merger has taken place, p. 293. 


Consolidation, merger, and sale, § 42 — Authority to exercise rights — Effect of 


merger. 


2. No necessity exists for a separate grant of authority to a merging com- 
pany to exercise the rights, privileges, and franchises of a merged com- 
pany, since when the merger takes place the merging company automatical- 
ly takes over all of the rights, privileges, franchises, and property of the 
merged company and assumes automatically all of its obligations, p. 294. 


Consolidation, merger, and sale, § 4 — Effect of merger. 
3. A merged company, after merger, ceases to exist, p. 294. 


Consolidation, merger, and sale, § 42 — Commission policy — Unification plans. 


Statement as to policy of New York Commission concerning unification 
plans of public utilities and the requirements with which the Commission 


expects compliance, p. 289. 


[March 3, 1937.] 
| apse for approval of a merger of public utility corpora- 


tions; granted. 


APPEARANCES: Griggs, Baldwin 
& Baldwin (by Charles G. Blakeslee) 
Attorneys, New York city, represent- 
ing Long Island Lighting Company; 
Ellis L. Phillips, President, New York 
city, representing Long Island Light- 
ing Company; James W. Carpenter, 
Vice President, New York city, rep- 
resenting East Hampton Electric 
Light Company; Thomas P. Booth, 
New York city, representing the Long 
Island Lighting Company; Raymond 
A. Smith, Village Counsel, East 
Hampton, representing village of East 


Hampton ; C. Louis Edwards, Village 
Trustee, East Hampton, representing 
village of East Hampton; Charles O. 
Gould, Village Trustee, East Hamp- 
ton, representing village of East 
Hampton; Harry G. Stephens, At- 
torney, East Hampton, representing 
village of East Hampton; Perry B. 
Duryea, Supervisor, Montauk, repre- 
senting East Hampton. 


MattsiEz, Chairman: The Long 
Island Lighting Company has asked 
for authority to merge the East Hamp- 
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RE LONG ISLAND LIGHTING CO. 


ton Electric Light Company and to 
exercise all of the rights, privileges, 
and franchises of that company. 

The Long Island Lighting Com- 
pany is a domestic corporation organ- 
ized under the Transportation Cor- 
porations Law of this state to produce, 
purchase, and sell electricity and 
manufactured gas. The corporate 
and financial history of this corpora- 
tion appears in the opinion of the 
Commission adopted December 18, 
1935, in Case No. 6093 et al. (18 
P.U.R.(N.S.) 65.) Either through 
itself or its subsidiaries, it furnishes 
nearly all of the electric and gas serv- 
ice in Nassau and Suffolk counties. 
One of the subsidiaries is the East 
Hampton Electric Light Company, 
all of whose stock has been owned by 
the Long Island Lighting, Company 
since 1926. The latter company, 
therefore, may legally merge the East 
Hampton Company provided the per- 
mission of this Commission has been 
obtained. 


The East Hampton Company manu- 
factures and distributes electricity in 
the village and town of East Hamp- 
ton—a small area near the eastern end 


of Long Island. It has two small 
generating stations, each said to have 
a capacity of 200 kilowatts, one being 
operated by steam and the other by 
oil. The steam plant produced 560 
kilowatt hours in 1935 and 770 in 
1936 (Exhibit 12). As this amount 
is only equal to the consumption of a 
small dwelling, it is apparent that it 
played no important part in the busi- 
ness of the company, although the 
vice president of the East Harapton 
Company, who is also vice president 
and general manager of the Long 
Island Lighting Company, said that 
[19] 
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this station was one of the “life savers 
for the village of East Hampton.” 

The other generator produced 3,250 
kilowatt hours in 1935 and 1,030 in 
1936. This also is an insignificant 
amount, as the total number of kilo- 
watt hours generated and purchased in 
1935 were 2,289,507 and in 1936, 2,- 
422,592 (Exhibit 12). Practically 
all of the energy sold was purchased 
from the parent company—the Long 
Island Lighting Company. 

The transmission and distribution 
system of the East Hampton Company 
is principally overhead construction, 
but there is a very substantial part un- 
derground, the number of cable feet 
in conduits being about one-half of the 
total number of wire feet in the over- 
head system. This is a large percent- 
age of underground construction con- 
sidering the general character of the 
community served by the company. 
It is due to the fact that the residents 
have desired to avoid the unsightly 
character of overheard lines in a con- 
siderable portion of the community. 
However, the increased cost of under- 
ground construction is a fact to be 
taken into consideration in fixing rates 
and illustrates how improper it would 
be to compare rates in various terri- 
tories without considering the condi- 
tions under which service is rendered. 

At the very first hearing, the state- 
ment adopted by the Commission last 
November regarding unification plans 
in general was placed in the record, in 
order that the petitioner might be ad- 
vised of the requirements with which 
the Commission would expect compli- 
ance. This statement was as follows: 


Unification Plans 


There have been submitted to the 
18 P.U.R.(N.S.) 
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Commission, formally or informally, 
several plans for the unification of sev- 
eral companies, each of which is now 
being operated separately. The most 
important plans relate to companies in 
the Consolidated Gas (now called the 
Consolidated Edison), the Niagara 
Hudson and the Associated systems. 

The purposes of these plans are in 
general to eliminate intermediate com- 
panies, to simplify their corporate 
structures, to enlarge the operating 
units, to reduce the cost of service and 
to reduce the taxes which are being 
levied upon intercorporate transactions 
within a single system due to involved 
corporate relationships. 

Generally, these purposes are to be 
commended and there long has been 
need for corporate simplification in 
many systems; but the most impor- 
tant question is whether the companies 
or systems resulting therefrom will 
facilitate or hinder effective regulation. 
Mere size is a handicap to regulation. 
A small company can be investigated 
and even its property valued in a short 
time; but to cover a company which 
serves a large part of the state or has 
property running into hundreds of 
millions of dollars, several years and 
large sums of money are now required 
because of its size, the area to be cov- 
ered, the variety of local conditions, 
and the lack of proper records, such 
as inventories or continuing property 
records and original cost data. The 
decisions of the courts also require 
that reproduction cost estimates must 
be made in rate cases and that some 
weight must be given to them. The 
time and expense required to investi- 
gate and value any company or system 
could be greatly reduced if continuing 
property records were kept up-to-date, 
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if the books of account showed the 
original cost, if the depreciation re- 
serves represented even approximately 
the amount of depreciation actually 
existing in the property, and if it were 
not necessary to estimate reproduction 
cost. 

However, the Commission must 
follow the law as it stands until it js 
changed, and unless ways can be found 
for effectively regulating large sys- 
tems with promptness, it is very doubt- 
ful whether the formation of huge ag- 
gregations of property and capital are 
in the public interest. 

Further, the operating economies 
due to mergers, consolidations, or 
other unification plans are apt to be 
exaggerated. Very small companies 
or units cannot be operated efficiently, 
as they cannot afford to pay for the 
services of competent persons in every 
line and the cost of operations con- 
ducted on a small scale is large per 
unit of output. But in very large 
organizations, the personal touch is 
apt to be lacking and there is a limit 
to the effective supervision which can 
be exercised by any one person. The 
capacity of the individual is not limit- 
less even as a supervisor. 

But above all, if the public is not 
to obtain a very large part of the 
economies effected by unification and 
if the time and expense involved in 
rate cases are to be increased or the 
automatic adjustment of rates made 
more difficult, the objections to merg- 
ers or consolidations are very serious. 

The Commission has been consider- 
ing for some time means and methods 
whereby the benefits of unification 
could be obtained and the objections 
eliminated or so greatly reduced as not 
to offset the possible advantages. It 
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is probably not feasible to apply rig- 
orously to every proposal uniform 
conditions for approval, but it is neces- 
sary to have the same standards for all 
companies ; and we believe that a state- 
ment of the requirements that seem 
necessary to enable the Commission 
to regulate utilities effectively will be 
helpful. To this end, orders were 
recently adopted requiring the early 
completion of continuing property rec- 
ords, the determination of original 
cost, etc. Before passing upon any 
merger or consolidation, the Commis- 
sion expects that these orders will be 
accepted by the companies affected. 
The Commission is required to find 
before giving its approval that each 
proposal is in the public interest. 
There must be affirmative proof of- 
fered at a public hearing of this fact; 
it will not be presumed even if no one 
appears in opposition. The advan- 


tages to the public should be set forth 
in detail, including estimates of sav- 
ings in operating costs and any invest- 
ments in property. 

The following requirements should 
also be met : 


(1) The territory to be served 
should be an integrated and logically 
connected contiguous property. 

(2) The company or system result- 
ing therefrom should not own or op- 
erate property outside of the state of 
New York. 

(3) It should be stronger than the 
predecessor companies or individual 
units in respect to: 

(a) Credit and borrowing power, 

(b) Utilization of power and natu- 
ral resources, 

(c) Ability to render satisfactory 
service, 
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(d) Ability to make rate reduc- 
tions. 


(4) The resultant company must 
set up continuing property records in 
satisfactory form with reasonable 
promptness and maintain them (cov- 
ered by order above referred to). 

(5) The resultant company must 
set up and maintain in such record the 
original cost thereof as defined by 
orders already adopted (covered by 
said order). 

(6) The resultant company must 
set up and maintain its operating prop- 
erty accounts upon the basis of orig- 
inal cost with such adjusting entries 
in separate asset accounts as are neces- 
sary to show the book cost of the prop- 
erty where such cost differs from orig- 
inal cost (see system of accounts 
prescribed by Federal Power Com- 
mission as illustrative as to how this 
might be done). 

(7) The resultant company must 
keep subsidiary ledgers to the above 
showing by such operating divisions 
as may be prescribed by the Commis- 
sion the following: 

(a) Original cost of operating 
property by accounts (classified by lo- 
cation ). 

(b) Depreciation or retirement re- 
serve by operating property accounts 
(classified by location). 

(c) Operating revenues. 

(d) Operating expenses and taxes. 

(e) Uncollectible bills. 

(f) Materials and supplies (by lo- 
cation). 

(8) The resultant company must 
keep records of property used to serve 
more than the division in which locat- 
ed to show: 

(a) Original cost. 
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(b) Depreciation or retirement re- 
serve applicable thereto. 

(c) Operating expenses and taxes. 

(d) Allocation of the above for 
each year to the divisions served. 


(9) The resultant company must 
keep records of property used to ren- 
der more than one class of service 
(e.g., gas, electricity, steam, etc.) to 
show : 

(a) Original cost. 

(b) Depreciation or retirement re- 
serve applicable thereto. 

(c) Operating expenses and taxes. 

(d) Allocation of the above for 
each year to each service for which 
used. 

(10) The resultant company should 
submit a statement of how savings 
from unification are to be utilized and 
the extent to which items in accounts 
which represent no present assets of 
cost or value will be written off or 
amortized. 

(11) Duplicate franchises should 
be surrendered. 

In each instance, there will be in 
addition special conditions and factors 
to be considered. For example, it is 
generally not considered desirable to 
have competing services rendered 
by one company or controlled by a 
single central body. But competing 
services are in many cases already so 
controlled and any unscrambling proc- 
ess would perhaps be impracticable. 
Services of a widely divergent nature 
should also be kept under separate 
control. There is ordinarily no rea- 
son why gas and water services should 
be rendered by a single company. But 
separation now might be impractica- 
ble. 

The above list is, therefore, not to 
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be considered as complete for any one 
proposal. But it will assist, we be- 
lieve, in clarifying the situation gen. 
erally. 

The proposal here being considered 
complies generally with these require- 
ments. There will be some saving in 
the cost of service and the petitioner 
has stated that when merger takes 
place the rates on the overhead system 
will be made the same as those ordered 
by the Commission for the adjacent 
territory supplied by the Long Island 
Lighting Company. Consumers con- 
nected with the underground system 
will pay a somewhat higher rate, aver- 
aging about 2 cents per kilowatt hour 
(Exhibit 13). The company has 
stated, however, that if the Commis- 
sion after investigation should direct 
that this differential between overhead 
and underground service be reduced, 
the company would accept such an or- 
der. 

The total reduction in rates is esti- 
mated to be $35,000 (Exhibit 15), 
which is over 20 per cent of the oper- 
ating revenues of the company for 
1936. Thus, the consumers in the 
town and village of East Hampton 
will be greatly benefited by the merg- 
er. The reduction in rates is far in 
excess of any savings which will ac- 
crue to the Long Island Lighting 
Company through the merger of the 
two companies and the unification of 
the two systems. 

Neither of the companies involved 
in this application is engaged in in- 
terstate traffic. To some extent, the 
systems have already been codrdinat- 
ed, but a merger of the two corpora- 
tions will eliminate purely arbitrary 
distinctions and will enable the Long 
Island Lighting Company to absorb 
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into its system the property of the 
East Hampton Company. 

As to the various other require- 
ments prescribed by the Commission, 
all have been satisfactorily met. Both 
companies have accepted the order re- 
garding the establishment and mainte- 
nance of continuing property records 
and the original cost thereof as de- 
fined by the Commission. A proceed- 
ing is now being conducted to deter- 
mine the original cost of the property 
of the Long Island Lighting Com- 
pany, and when the East Hampton 
Company is merged, this investigation 
will cover its property as well. When 
this investigation has been completed, 
the Commission will be in a position 
to determine what amounts in the ac- 
counts of the Long Island Lighting 
Company should be written off and 
how rapidly the amortization should 
take place. 

The petitioner has already indicated 
its intention of writing off a substan- 
tial amount of the investment which 
the Long Island Lighting Company 
now has in the stock of the East 
Hampton Company. This stock, hav- 
ing a stated value of $47,800 on the 
books of the East Hampton Com- 
pany (Exhibit 7), was acquired in 
1926 at a cost of $523 a share. As 
the par value was then $100, the Long 
Island Lighting Company paid over 
five times the book value. This trans- 
action was approved by the Commis- 
sion. Subsequently thereto, the Com- 
mission required the Long Island 
Lighting Company to write off $81,- 
875.97 of the purchase price. As the 
total amount paid for the $47,800 of 
capital stock was $249,994, there re- 
mains upon the books of the Long 
Island Lighting Company as the in- 


vestment in the stock of the East 
Hampton Company a balance of 
$168,118.03. 

There is nothing in the exhibits in 
this case that justifies the purchase 
price of $523 per share. After pay- 
ment of operating expenses, taxes, in- 
terest, and amortization charges, the 
company showed a deficit in 1935 of 
over $23,700 and in 1936 of over 
$18,300. Even upon these figures, 
without any regard to the depreciation 
allowance which seems inadequate, the 
company was not earning any return 
upon the stock. However, the pro- 
priety of the acquisition of the stock 
is not now before us; the Commission 
gave its assent to such acquisition and 
it is an accomplished fact. 

The company now proposes to write 
off $120,318.03 (Exhibit 7), thus re- 
ducing the investment of the Long Is- 
land Lighting Company in the stock 
of the East Hampton Company to the 
stated value of that stock ($47,800). 
Whether additional reductions in the 
property accounts of the East Hamp- 
ton Company should be made will be 
determined by the investigation now 
under way and already referred to. 

[1] Exhibit 10 shows that the or- 
ganization and capital stock expenses 
of the East Hampton Company were 
as of December 31, 1936, $9,934.56. 
When the East Hampton Company 
ceases to exist as a separate corpora- 
tion, all of the items carried upon its 
books in relation thereto should be 
written off, as they will represent no 
asset of value after the merger has 
taken place. The order adopted will 
so require, following the universal 
practice of the Commission in all 
mergers. 

The order will also contain the usu- 
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al clauses which the Commission has 
incorporated in all recent orders relat- 
ing to mergers. 

[2] There is no necessity of a sep- 
arate grant of authority to the Long 
Island Lighting Company to exercise 
the rights, privileges, and franchises 
of the East Hampton Company. When 
the merger takes place as authorized 
by the Commission, the Long Island 
Company automatically takes over all 
of the rights, privileges, franchises, 
and property of the East Hampton 
Company and assumes automatically 
all of its obligations. 

[3] The petition asks for permis- 
sion to merge “without prejudice to 


the right of the Long Island Lighting 
Company to issue such securities as 
would be properly issuable by the East 
Hampton Electric Light Company.” 
Any securities that the Long Island 
Lighting Company desires to issue 
after the merger will be passed upon 
in due course, but the East Hampton 
Company ceases to exist after the 
merger takes place and whatever 
rights, privileges, duties, or obliga- 
tions it has are automatically trans- 
ferred to the merging company. 


Commissioners Van Namee and 
Burritt concur; Commissioners Lunn 
and Brewster not present. 





CALIFORNIA RAILROAD COMMISSION 


Re Los Angeles Railway Corporation 


[Decision No. 29586, Application No. 21030.] 


Security issues, § 13.1 — Registration with Federal Commission — Necessity. 
1. Filing of a registration statement with the Securities and Exchange 
Commission is not necessary in the case of equipment trust certificates 
which are to be sold only to bona fide residents of the state where they 


are issued, p. 297. 


Security issues, § 1 — Equipment trust certificates — Nature. 


2. Equipment trust certificates issued by a trust company under an ar- 
rangement whereby title to street cars is transferred by a railway company 
to the trust company, which leases them to the railway company and issues 
the certificates, which the railway company guarantees, do not constitute 
evidence of indebtedness of the railway company, p. 297. 


Security issues, § 38 — Approval by Commission — Equipment trust certificates. 


3. A railway company entering into an arrangement with a trust company 
whereby it transfers title to certain cars to the trust company, which leases 
them to the railway company and issues equipment trust certificates, which 
the railway company guarantees, should be authorized to execute the 
agreements necessary for this arrangement, although the equipment trust 
certificates do not constitute an issue of indebtedness by the railway cor- 
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poration, since under the terms of the agreement the railway company 
becomes liable for payment of the same as a guarantor and as lessee, p. 297. 


[March 8, 1937.] 


genes by street railway company for an order author- 
izing the issuance and the guaranteeing, or either, of 
equipment trust certificates; authorization granted. 


APPEARANCES: Gibson, Dunn & 
Crutcher, by J. C. McFarland and 
Woodward M. Taylor, for applicant. 


By the Commission: Los Angeles 
Railway Corporation asks the Com- 
mission to enter its order authorizing 
it to issue, if the same be deemed an 
issuance, or to guarantee the payment 
of $750,000 of 5 per cent serial equip- 
ment trust certificates. The proceeds 
realized from the sale of the certificates 
will be used to pay in part the cost of 
sixty new modern street cars of the 
type commonly referred to in the in- 


dustry as President’s Conference Com- 
mittee cars. 

Los Angeles Railway Corporation 
had outstanding on December 31, 
1936, stocks and bonds as follows :— 


Be eee ree $20,000,000 
Preferred stock, noncumulative5% 9,000,000 
15,860,000 

The outstanding bonds consisted of 
$250,000 of Los Angeles Traction 
Company first consolidated mortgage 
5 per cent bonds due December 1, 
1938; $3,867,000 of Los Angeles 
Railway Company first mortgage 5 
per cent bonds due October 1, 1938; 
$2,743,000 of Los Angeles Railway 
Corporation first and refunding mort- 
gage 5 per cent bonds due December 
1, 1940, and $9,000,000 of Los 
Angeles Railway Corporation general 
mortgage 5 per cent bonds due Decem- 
ber 1, 1971. As of December 31, 
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1936, the company reports no notes 
payable. Its current liabilities are re- 
ported at $809,745.67 and its current 
assets at $1,585,035.86. 

It is of record that on August 14, 
1936, applicant placed an order with 
the St. Louis Car Company of St. 
Louis, Missouri, for the purchase of 
sixty President’s Conference type 
street cars. That applicant has need 
for the new street cars has been def- 
initely established in other proceedings 
before the Commission. The testi- 
mony shows that at the time applicant 
placed its order for the new cars it 
reserved the right to pay cash for such 
cars or to pay the builder 15 per cent 
of the contract price in cash and the 
balance in three years with interest at 
the rate of 5 per cent per annum on 
the balance due on the contract price. 
Applicant has since concluded to pay 
the builder in cash. About 25 per cent 
of the required cash will be taken 
from the company’s treasury and 75 
per cent obtained through the sale of 
5 per cent equipment trust certificates. 

Applicant’s program calls for the 
transfer of the title to the said sixty 
cars to the California Trust Company 
as trustee and the lease of the cars by 
the trustee to the Los Angeles Rail- 
way Corporation. The trustee will 
issue $750,000 face value of Los 
Angeles Railway Equipment Trust 
Series A certificates, maturing serially 
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over a period of eight years bearing 
dividends at the rate of 5 per cent per 
annum. The certificates will be issued 
under an agreement, a copy of which 
is filed in this proceeding as Exhibit 
No. 3. The payment of the certifi- 
cates, as well as the payment of the 
semiannual dividend, will be guaran- 
teed by the Los Angeles Railway Cor- 
poration. The form of the guaranty 
reads as follows: 

“Los Angeles Railway Corporation, 
for a valuable consideration, hereby 
unconditionally guarantees to the 
bearer or registered owner of the with- 
in certificate the prompt payment of 
$1,000, being the principal of said 
certificate, when the same shall be- 
come due and payable, whether at the 
maturity thereof or by declaration or 
otherwise, and of dividends thereon at 
the rate of 5 per cent per annum on 
the semiannual dates mentioned in said 
certificate and in the dividend war- 
rants thereunto attached, all in such 
coin or currency of the United States 
of America as at the time of payment 
is legal tender for public and private 
debts.” 

As stated, the sixty cars will be 
leased to the Los Angeles Railway 
Corporation. A copy of the proposed 
lease has been filed in this proceeding 
as Exhibit No. 4. Under the terms 
of the lease the Los Angeles Railway 
Corporation agrees to keep the equip- 
ment insured adequately against loss 
or damage by fire and to maintain the 
equipment in good operating condi- 
tion. It agrees to pay as rent for the 
equipment an amount sufficient to pay 
the following items as they become due 
and payable: 

“(a) From time to time, as and 
when any of the trust equipment shall 
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be delivered to the company, amounts 
in cash equal to the difference in the 
cost of the trust equipment so deliy- 
ered as certified to the trustee by the 
president, or a vice president, and the 
treasurer, or an assistant treasurer, of 
the company, and the principal amount 
of trust certificates issuable in respect 
thereof as provided in § 2 of Article 
First of said agreement, provided that 
the aggregate of all amounts so paid 
to the trustee shall never be less than 
25 per cent of the cost of all the trust 
equipment which shall then be and 
theretofore have been delivered here- 
under. 

(b) If the aggregate cost of all the 
trust equipment which shall then be 
and theretofore have been delivered 
hereunder should exceed $1,000,000, 
an amount which with all other pay- 
ments previously made under this 
clause (b) shall equal such excess. 

(c) The necessary and reasonable 
expenses of the trust, including all ex- 
penses connected with the trust equip- 
ment and this lease thereof, and with 
the preparation, issuance, and sale of 
the trust certificates. 

(d) Any and all taxes, assessments, 
and other governmental charges upon 
the income or property of the trust or 
said agreement evidencing the same 
which the trustee under said agree- 
ment may be required to pay, and any 
and all taxes, assessments, and other 
governmental charges (other than 
Federal and state of California income 
taxes), which the company or the 
trustee may be required to pay or to 
retain from the principal of the trust 
certificates issued as provided in said 
agreement (herein called the trust 
certificates), or from the dividends 
thereon under any present or future 
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law of the United States of America 
or of the state of California. 

(e) On the 15th day of July, 1937, 
and on the 15th day of each January 
and July thereafter until the principal 
of the trust certificates and the divi- 
dend warrants attached thereto have 
been finally paid, the dividend war- 
rants attached to the trust certificates 
becoming due on the next first day of 
August and the first day of February, 
as the case may be, and in the case of 
the issue of temporary trust certifi- 
cates, on the 15th day of July, 1937, 
and on the 15th day of each Janu- 
ary and July thereafter, the dividends 
payable thereon on the next first day 
of August and the first day of Febru- 
ary, as the case may be; also a sum 
equal to accrued dividends at the war- 
rant rate, from the due date, upon the 
amount of any instalments of rent 
payable under this paragraph (e) and 


the following paragraph (f) which 
shall not be paid when due. 

(f) The principal of the trust cer- 
tificates when and as the same shall 
become payable, whether by declara- 
tion or upon the respective dates of 
maturity thereof, to wit: 


Maturity 
Feb. 1, 1942 
Aug. 

Feb. 
Aug. 
Feb. 
Aug. 1, 1944 
Feb, 1, 1945 


Par value 


$45,000 
40,000 
40,000 
35,000 


Par value Maturity 


Aug. 1, 1937 
Feb. 1, 1938 
Aug. 1, 1938 
Feb. 1, 1939 
Aug. 1,1939 35,000 
Feb. 1,1940 30,000 
Aug. 1,1940 30,000 
Feb. 1, 1941 

Aug. 1, 1941 $750,000 


The company shall not be required, 
however, to pay any tax, assessment, 
or other governmental charge so long 
as the company shall in good faith and 
by appropriate legal proceedings con- 
test the validity thereof, unless there- 
by, in the judgment of the trustee, the 
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rights or interests of the trustee or of 
the trust certificate holders may be 
materially endangered; provided that 
nothing herein shall qualify or affect 
the right of the trust certificate hold- 
ers to receive full and punctual pay- 
ment of both dividends and principal 
without deduction for such taxes, as- 
sessments or other governmental 
charges to the extent provided in sub- 
division (d) of this Article First. 

All rentals payable hereunder shall 
be payable at the principal office of the 
trustee in the city of Los Angeles, 
state of California, in such coin or 
currency of the United States of 
America as at the time of payment is 
legal tender for public and private 
debts.” 

Upon the payment of all of the 
equipment trust certificates the title to 
the equipment will pass to the Los 
Angeles Railway Corporation. 

[1-3] It is of record that the equip- 
ment trust certificates will be sold 
only to bona fide residents of Califor- 
nia. If this is done, it is not necessary 
to file a registration statement with the 
Securities and Exchange Commission. 
While applicant through the filing of a 
registration statement could dispose 
of the certificates in a wider market 
and we believe at a lower interest rate, 
the cost of preparing and filing a reg- 
istration statement might offset any 
saving in annual interest charges. 
The testimony shows that applicant’s 
representatives have to date not been 
able to obtain commitments for all of 
the certificates. It, however, has 
funds on hand to acquire any certifi- 
cates not sold by its representatives. 

In our opinion the equipment trust 
certificates do not constitute an issue 
of an evidence of indebtedness by the 
18 P.U.R.(N.S.) 
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Los Angeles Railway Corporation. We therefore believe that in view of 
However, under the terms of the the language in § 523 of the Public 
agreements filed as Exhibits 3 and 4, Utilities Act, it should be authorized 
it becomes liable for the payment of to execute the agreements filed in this 
the same as a guarantor and as lessee. proceeding as Exhibits Nos. 3 and 4. 
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[Complaint Docket No. 11181.] $63,8 

failut 
Intercorporate relations, § 2 — Nature of agreement — Lease or power contract. 
1. The basis of an annual payment by an electric utility company to an 
affiliated transit corporation was held to be a lease rather than a power 
contract, where originally under a written contract the electric utility bought 
energy at a specified rate per kilowatt hour, with a minimum monthly pay- 
ment, which contract was thereafter terminated but minimum monthly pay- 
ments continued, it appearing that a portion of the consideration for the 
payments was the right to use space in the plant of the transit company, 
that no current or power had been sold under the agreement for several 
years except for a short emergency period, and that the consideration under 
the agreement had changed only once during those years, when there was 
a reduction in the facilities of the transit company available for and used 

by the electric company, p. 299. 


Leases, § 8 — Necessity of Commission approval. 


2. A lease of property under which payments are made by a power com- 
pany to a transit company, if not approved by the Commission under Art. 
III, § 3(c), of the Public Service Company Law, is legally void and pay- 
ments thereunder cannot properly be made, p. 299. 


Contracts, § 13 — Necessity of filing — Power contract. 


Statement that a power contract under which standby capacity is furnished 
and power delivered during emergencies to a distributing utility company, 
is required by General Order No. 33 to be filed with the Pennsylvania Com- 
mission and posted and published, p. 301. 


[April 20, 1937.] 
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| guernicsienppsagey of matters involved in proceeding by Com- 
mission to determine basis for and reasonableness of a 
payment by an electric utility company to an affiliated transit 
company; basis for payment held to be a lease, report and order 
of March 30, 1937, revoked, and electric company ordered to 
make no further payments to transit company under the arrange- 
ment involved in the proceeding without Commission approval 
of the arrangement. 


By the Commission: Upon recon- 
sideration of the matters involved in 
this proceeding, we are of opinion that 
the report and order of March 30, 
1937, should be revoked. In that re- 
port and order the arrangement in- 
volved was found to be a power con- 
tract, and respondent, Lehigh Valley 
Transit Company, was directed to pay 
$63,850, forfeited by reason of its 
failure to file the contract as required 
by General Order No. 33. A peti- 
tion for modification of the findings 
and:order has been filed by Lehigh 
Valley Transit Company. 

[1, 2] The matter is an inquiry and 
investigation upon the motion of the 
Commission for the purpose of deter- 
mining the basis for, and the reason- 
ableness of, a certain payment of 
$499,200 annually by Pennsylvania 
Power & Light Company to its affili- 
ate, Lehigh Valley Transit Company. 
By stipulation, it was agreed that the 
first issue to be decided by the Commis- 
sion and the only issue presently to be 
decided relates to the character of the 
agreement. The question of reason- 
ableness of payments made under the 
agreement was to be left to subsequent 
determination, if the Commission 
should hold the transaction to be pow- 
er purchase under a contract. The 
reason for this division of the issues 
is that if the agreement constitutes a 
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lease of property of a public service 
company it is void, since Commission 
approval has not been obtained under 
Art. III, § 3(c), of The Public Serv- 
ice Company Law. Obviously, if the 
agreement is void, all payments there- 
under are improper and illegal. 

The history of the agreement begins 
in 1913, in which year Lehigh Valley 
Light and Power Company, a prede- 
cessor of Pennsylvania Power & Light 
Company, entered into a contract with 
Lehigh Valley Transit Company, an 
affiliate, under which the transit com- 
pany agreed to sell to the power com- 
pany all of its electric energy require- 
ments, and the power company agreed 
to take all of its requirements from the 
transit company. By the supplemen- 
tal agreement dated July 23, 1919, the 
contract was amended to provide that 
transit company should sell to power 
company and power company should 
take 2,500,000 kilowatt hours during 
each calendar month at a charge of 
12 cents per kilowatt hour. Even 
if this amount were not taken by the 
power company, a minimum monthly 
payment of $50,000 based upon this 
amount of electric energy was to be 
made to transit company. On March 
1, 1921, Pennsylvania Power & Light 
Company, successor to power compa- 
ny, agreed with transit company that 
the charge for electric energy should 
18 P.U.R.(N.S.) 
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be increased from 1# cents to 2 cents 
per kilowatt hour, but no other rele- 
vant change was made in the agree- 
ment The original term of the con- 
tract was thirty years, but it was pro- 
vided that the agreement could be ter- 
minated by notice given in accordance 
with certain requirements. Such no- 
tice of cancellation was given by 
Pennsylvania Power & Light Compa- 
ny, hereinafter referred to as light 
company, on May 22, 1923, and the 
contract duly terminated December 31, 
1923. The payments under the con- 
tract continued, however, until April, 
1928, when the Allentown plant of 
Lehigh Valley Transit Company was 
shut down. Even after the Allentown 
plant ceased to be operated as a reg- 
ular generating station, the $50,000 
minimum monthly payment was con- 
tinued until, on August 16, 1931, by 
reason of a change of ownership of 


facilities, the payment was reduced to 
$41,600. From that time to the pres- 
ent the sum of $41,600 per month has 
been paid by light company to transit 


company. The basis of these pay- 
ments is the issue which we will now 
consider. 

Respondents assert that the agree- 
ment from the beginning has been a 
power contract, and in support of this 
contention they submit of record a so- 
called power and standby agreement, 
dated June 27, 1936. This paper sets 
forth the original agreement of July 
31, 1913, and the various changes 
therein, and purports to represent the 
basis of the monthly payment of $41,- 
600 and certain other sums. No mate- 
rial weight can be given to such a 
document, unless the facts of record 
support its terms. Such is not the 
case. 

18 P.U.R.(N.S.) 


The record shows that, for a period 
beginning sometime prior to 1925, 
certain line facilities of the Lehigh 
Valley Transit Company have been 
used by Pennsylvania Power & Light 
Company for transmission of the lat- 
ter’s current. The manner of opera- 
tion of this service was apparently 
that light company sold current to 
transit company at a certain point, 
then the current passed over transit 
company facilities to another point 
where it was redelivered to light com- 
pany and light company purchased it 
from transit company. In August, 
1931, the amount of the monthly pay- 
ment was reduced from $50,000 to 
$41,600, by reason of the abandon- 
ment of a trolley line of transit com- 
pany which had been used for trans- 
mission of light company current. 
Light company purchased the line and 
continued to use it for the transmis- 
sion of its current to its substaticn at 
the end of the line. Thus a reduction 
in the facilities of transit company, 
available for use by light company, re- 
sulted in a reduction of the considera- 
tion under the arrangement. 

It is admitted that light company 
has the right to place its equipment in 
the Allentown plant of transit compa- 
ny, as far as the space capacity of that 
plant will permit. In other words, 
light company has the right to the use 
of any space in the Allentown plant 
which is not occupied by transit com- 
pany facilities, and certain facilities of 
light company now occupy space in the 
plant. Therefore, admittedly, the use 
of this space by light company and the 
right to use any additional unoccupied 
space is part of the consideration for 
the payment here involved. 

Respondents themselves deny that 
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energy has been purchased from trans- 
it company in recent years, except for 
a small amount in March, 1936, and 
it was testified by President Wise of 
power company that the figures in the 
annual report of light company to the 
Commission for 1934, indicating that 
9 498,827 kilowatt hours had been 
purchased from transit company and 
that $499,200 had been paid therefor, 
did not represent the true situation. 
The corresponding figures of 10,- 
623,206 kilowatt hours and $499,200 
appearing in the 1935 annual report of 
light company were stated by Mr. 
Wise to be similarly misrepresenta- 
tive of the facts. It will be noted that 
the amount of $499,200 is the total of 
the payments here involved, and it is 
somewhat surprising to find respond- 
ent light company claiming that the ar- 
rangement is a power contract and yet 
denying the plain implication of its an- 
nual report to the Commission, indi- 
cating that power was delivered and 
paid for. 

The situation may be summarized. 
Admittedly, a portion of the consid- 
eration for the payments is the right 
of light company to use space in the 
Allentown plant of transit company. 
No current or power has been sold un- 
der the agreement since 1928, when 
the transit company ceased to gener- 
ate power, except for a short period in 
March, 1936, when an emergency 
caused by floods required operation of 
the Allentown plant of transit compa- 
ny. The consideration under the 
agreement has changed only once 
since 1928, and the occasion for that 
change was a reduction in the facili- 
ties of transit company available for 
and used by light company. Although 
the annual reports of light company 
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to the Commission would on their 
face indicate that the payments in- 
volved are made for power sold by 
transit company, the president of light 
company denies the validity of such an 
implication, thus taking the inconsist- 
ent position that the arrangement un- 
der consideration is a power contract 
under which no power is sold. 

We may note in passing our surprise 
at respondents’ strong contention that 
the arrangement is a power contract. 
If it is such a contract, it should have 
been filed with the Commission and 
posted and published as required by 
our General Order No. 33. That gen- 
eral order, dated August 28, 1933, di- 
rected that copies of “wholesale indus- 
trial contracts, interchange contracts, 
wholesale contracts for resale, or oth- 
er contracts providing for the sale of 
service at rates and under conditions 
and stipulations not contained in tar- 
iffs presently on file,” if in effect on 
the date of the order, should be filed 
with the Commission “not later than 
September 30, 1933.” Thus, if re- 
spondent, Lehigh Valley Transit Com- 
pany, has been engaged in furnishing 
service under a contract, which is not 
a lease, it has violated Commission 
General Order No. 33, and consequent- 
ly The Public Service Company Law, 
thus rendering itself liable to the for- 
feit declared in the report of March 
30, 1937. 

We are of opinion that the annual 
payment of the sum of $499,200 by 
Pennsylvania Power & Light Compa- 
ny to Lehigh Valley Transit Company 
is not based upon a power contract. 
We find that, at least since 1928, the 
basis of payment has been a lease of 
property of a public service company 
requiring Commission approval under 
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Art. IIT, § 3 (c), of The Public Serv- void and payments thereunder cannot 
ice Company Law. Since such ap- properly be made. We decide noth- 
proval has not been secured, the ing as to the reasonableness of the pay- 
agreement or arrangement is legally ments involved. 





ALABAMA SUPREME COURT 


Birmingham Electric Company 


Vv. 


Public Service Commission et al. 


[3 Div. 175.] 
(— Ala. —, 173 So. 19.) 


Appeal and review, § 20 — Scope of review — Bill of complaint— Demurrer — 
Rate order. 
1, The court, in reviewing a decree sustaining a demurrer to a bill of com- 
plaint testing the effect of a Commission rate order, can only consider the 
averments of the bill and its exhibits, p. 303. 


Appeal and review, § 33 — Trial de novo — Complaint against rate order. 
2. The court in reviewing a Commission rate order, on a bill of complaint 
in equity showing on its face that the order is invalid, unfair, or unrea- 
sonable, has jurisdiction to try those questions de novo, on issues as are 
made by the bill and such matter as may be brought in defensive pleading, 
p. 303. 


Appeal and review, § 33 — Trial de novo — Rate order — Commission’s finding 
as to waiver of contract. 
3. A finding by the Commission that a public utility company waived its 
rate contract with a municipality and thereby opened the door to the Com- 
mission to change the rate, when such finding is attacked in court by a bill 
of complaint, does not conclude the utility company but the company has 
the right to have that question tried de novo, p. 303. 


Appeal and review, § 34 — Commission rate order — Change in contract rate — 
Proof required — Commission power. 

4. A public utility company attacking by a bill in equity a Commission or- 

der changing a contract rate based upon a finding that the utility company 

had waived its contract must show not only that it has not waived its con- 

tract but that the Commission has no power to change the rate contrary to 
the contract when it is not waived, p. 304. 


Rates, § 51 — Powers of Commission — Change in contract rate. 
5. The legislature has not authorized the Commission to set aside a rate 
contract submitted to and approved by the Commission, and the Commis- 
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sion cannot set aside such a contract without the consent of the parties, p. 


304. 


[January 21, 1937. Rehearing denied March 18, 1937.] 


F sees from decree sustaining a demurrer to a bill of com- 

plaint filed to test the effect of a Commission order 

changing a contract rate for street lighting; reversed, rendered, 
and remanded. 


APPEARANCES: Bradley, Baldwin, 


All & White, Wm. Rogers, and W. 
M. Neal, all of Birmingham, for ap- 
pellant; A. A. Carmichael, Attorney 
General, and Walter J. Knabe, Assist- 
ant Attorney General, for appellees. 


Foster, J.: [1] There was a de- 
murrer to appellant’s bill of complaint 
testing the effect of an order of the 
Alabama Public Service Commission, 
dated April 15, 1933, effective July 
1, 1933, relating to electric rates for 
service to Homewood for street light- 
ing. The bill must be tested by its 
averments when a demurrer to it is 
considered. 

Appellant and Homewood are al- 
leged to have made contracts for such 
service in question extending for a 
period of ten years from July, 1927, 
which were approved by the Public 
Service Commission. While said con- 
tracts were in effect, and in 1933, the 
Alabama Public Service Commission 
entered into an investigation of the 
rates of appellant, including that in 
question. Appellant stipulated as fol- 
lows: “If and when any order shall 
be made in this cause affecting any 
rates and charges for electric service 
furnished by the respondent (appel- 
lant) that such order may be made 
effective retroactively as of July 1, 
1933, although such order may be or- 
dered at a date subsequent to July 1, 
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1933. The respondent (appel- 
lant) shall be free to contest any such 
order on any ground except the 
ground that its effective date was July 
1, 1933, although not entered until aft- 
er July 1, 1933.” 

Pending the hearing, there were 
negotiations between appellant and the 
city in which appellant, as the bill al- 
leges, proposed to make a contract for 
certain rates for five years retroactive 
from May 1, 1934, and that the city 
would not agree to execute the con- 
tract. The Public Service Commis- 
sion took the view that the city was 
right in that contention and ordered 
the agreement to be so effective July 
1, 1933. We repeat we can only con- 
sider the averments of the bill and its 
exhibits. 

[2, 3] Authority for this bill is 
§ 9675, Code, and those following. 
By them a utility, whether a transpor- 
tation company or not, may file a bill 
in equity in Montgomery county, at- 
tacking the validity, fairness, or rea- 
sonableness of a rate order by the 
Public Service Commission, and if the 
bill shows on its face that the order is 
invalid, unfair, or unreasonable, juris- 
diction is thereby conferred on the 
court to try those questions de novo, 
on issues as are made by the bill and 
such matter as may be brought in de- 
fensive pleading. Public Service 
Commission v. Mobile Gas Co. 
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(1925) 213 Ala. 50, P.U.R.1926C, 
266, 104 So. 538, 41 A.L.R. 872. 

If the bill is to be sustained, it is 
because it shows on its face that the 
order is invalid, since that is the attack 
sought to be made. That contention 
is in two aspects, and must be consid- 
ered in the light of them both. The 
Public Service Commission acted up- 
on its finding that appellant waived 
the right to insist upon its contract, 
and thereby opened the door to the 
Commission to change the rate if 
found to be the right thing todo. Ap- 
pellant in the bill attacks that finding 
by the Commission, and contends that 
it has not waived its contract, except 
upon the condition that the new rate 
contract shall be operative from May 
1, 1934. The Commission does not 
agree with that contention, and found 
that the conduct and correspondence 
of appellant amounted to more than 
that, by which the Commission was 
authorized to set aside the old con- 
tract, and, if they can do so, then the 
stipulation which we have copied took 
effect, and under it the Commission 
could, as they did, make their order 
effective July 1, 1933. 

But that finding of the Commission 
is the matter which the bill attacks, 
and which appellant has the right to 
have tried de novo in this cause. Ap- 
pellant is therefore not concluded by 
the finding which is sought to be at- 
tacked and retried, as it has the right 
to do under the statute. 

[4] Appellant is, however, without 
the power to make such contention 
and to try that issue in this suit, if 
the Commission has the legal author- 


ity to vacate the contract before it ex- 
pires, upon the ground that it is not 
binding on the state and its adminis- 
trative agencies empowered to exer- 
cise the rate-making power of the leg- 
islature. It is true that the Commis- 
sion has not expressly asserted such 
legal power, and the attorney for them 
does not so argue. But their conten- 
tion is that appellant waived the right 
to insist upon its contract. But appel- 
lant is bound under its bill not only to 
show that it has not waived its con- 
tract, but that the Commission has no 
power to change the rate contrary to 
the contract, when it is not waived. 
[5] Appellant has argued that the 
contract was for ten years, and was 
submitted to and approved by the 
Public Service Commission under 
§ 9763, Code, and that by so doing 
the state and its agency, which ap- 
proved the contract, cannot during its 
life set it aside and fix a different rate. 
Without considering the question 
of whether the state legislature has 
the right to set aside a contract so ap- 
proved or to authorize the Public 
Service Commission to do so, we think 
that the legislature has not so author- 
ized the Commission, and that it can- 
not do so, without the consent of the 
parties. Whether such consent was 
given is the issue tendered by appel- 
lant, and which is subject to trial de 
novo in this suit. 
We think the demurrer should be 
overruled, and it is so ordered. 
Reversed, rendered, and remanded. 


Anderson, C. J., and Gardner and 
Bouldin, JJ., concur. 
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Industrial Progress 





EEI Discusses Progress of 
Electric Industry 


rocrESS of the electric utility industry was 

the keynote of the Fifth Convention of the 
Edison Electric Institute held at the Palmer 
House, Chicago, the first week in June. 

The meetings are still in progress as this 
issue goes to press and many important 
aspects of present-day utility problems are 
being discussed. These subjects include: 
Progress towards all-electric homes, what 
housewives expect of electric service, ap- 
pliance servicing costs, the opportunities and 
problems of air conditioning, better light from 
the medical point of view, the manufacturer's 
stake in the utility business, recent engineering 
contributions to society, new products from 
electrical research, law-making by commis- 
sions as it affects the industry, accident pre- 
vention, liberalism and the electric industry, 
rural electrification, building and operating 
utility systems on an interconnected and co- 
irdinated basis, what the industry has to offer 
a young man today, and a study of the public 
utility industry with special reference to gov- 
ernmental control. 

The address scheduled for the second ses- 
sion by Mr. N. G. Symonds, Vice-President of 
Westinghouse Electric & Manufacturing Com- 
pany, on the subject of “The Manufacturer's 
Stake in the Utility Business,” is of unusual 
importance at this time because of the support 
which many manufacturers are giving to pro- 
motional programs conducted jointly with the 
utility companies through the Edison Electric 
Institute, 


Mercoid’s New Combination 
Fan and Limit Control 


he Mercoid Corporation, has announced 
a combination fan and limit control. 

The regular Type M-51 limit switch and the 
Type M-53 fan and blower controls are well 
known for their outstanding features and de- 
pendable service. 

The new combination fan and limit control 
meets a special requirement where a combina- 
tion control will serve the same purpose at 
a saving, over the application of two separate 
instruments. This new control retains all of 
the meritorious features of the two separate 
types mentioned previously. Some of these 
are: ease of making adjustments, a tempera- 
ture indicating dial and sealed mercury con- 
tact switches. The temperature indicating dial 
has proven to be convenient and invaluable to 
service men in making proper control ad- 
justments, The dial in the new control differs 
somewhat in that it is of an attractive red 
color and is provided with two pointers for 


indicating the temperature in the furnace hood. 
The calibration and numerals are in plain view 
and easily read. 

The new combination fan and limit control 
contains two Mercoid dust proof and non- 
corrosive sealed mercury contact switches. 

This combination fan and limit control -is 
available in two different ranges. Type M-80 


Combination Fan and Limit Control 


range 50 to 300 degrees F., and Type M-82 
range 50 to 200 degrees F. 

The design of the Mercoid new combination 
fan and limit control is neat and compact. In 
appearance, it conforms to the general distinct 
trend of the Mercoid line of automatic con- 
trols. 

Further information may be obtained by 
writing for bulletin M-12, The Mercoid Corp., 
4201 Belmont Ave., Chicago, III. 


$4,000,000 Expansion Planned 
by Frigidaire Division 


A= expansion program has been 
announced by the Frigidaire division of 
General Motors Corporation. 

Plans for the enlargement include erection 
of two new factory buildings together with 
rearrangement of the Moraine City, O., man- 
ufacturing facilities of Frigidaire division. Of- 
ficials said the expansion will be the largest 
since the building of the Moraine City plant 
in 1926. 

The first of the new buildings will be 700 
feet long, 80 feet wide and two stories high. 
It will be made of brick and will house offices 
of the manufacturing division, numerous 
laboratories, personnel department and various 
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shops. The second building will measure 280 
feet by 80 feet and will be constructed as a 
partial second story on the present main build- 
ing for use as an employes’ cafeteria. 


Poe Is New Secretary of 
Natural Gas Dept. AGA 


E Ho.titey Poe, of Tulsa, Oklahoma, has 
e been appointed secretary of the Natural 
Gas Department of the American Gas Asso- 
ciation, succeeding Captain A. E. Higgins, of 
Dallas, Texas, who resigned to become vice- 
president of the Pittsburgh Equitable Meter 
Company, Pittsburgh, Pa. 

The office of the Natural Gas Department 
will continue to be in the Dallas Gas Build- 
ing, Dallas, Texas, where Mr. Poe will make 
his headquarters. 


William H. Feller Is Secretary 
Public Service of N. J. 


ww H. Feller has been appointed sec- 
retary of the Public Service Corporation 
of New Jersey, succeeding Charles M. Breder 
who died April 28th. Mr. Feller has been as- 
sistant secretary since 1917. G. Harry Litterst 
and J. Irving Kibbe have become assistant 
secretaries. William T. Crudge, who has been 
assistant secretary of the Corporation and sub- 
sidiary companies since 1920, continues in that 
position. 

Entering the employ of Public Service as a 
stenographer in the electric department in 
1905, Mr. Feller was for ten years secretary 
to the vice president of that department and 
was promoted to assistant secretary of the 
Corporation and subsidiary companies in 1917. 


New Tungsten Filament 
Perfected by G. E. 


ape tye om of a new high-efficiency tung- 
sten filament, which will increase the light 
output of incandescent lamps 10 per cent with- 
out using any additional electrical current, 
is announced by J. E. Kewley, vice president 
of General Electric’s incandescent lamp de- 
partment at Nela Park, Cleveland. 

This development, declared by engineers to 
be the greatest forward step in tungsten fila- 
ment lamps since the invention of the gas- 
filled lamp in 1913, will provide a “lighting 
bonus” or saving of $16,500,000 to the public 
this year, Mr. Kewley declared in his an- 
nouncement made to utility engineers from all 
parts of the country recently gathered in 
Cleveland for the annual Advanced Lighting 
Conference. By 1946, he said, the annual light- 
ing bonus will amount to well over $60,000,000, 
with the total value of all such bonuses dur- 
ing the next five years exceeding $200,000,000. 
A “lighting bonus,” he explained, represents 
the greater amount of light produced by im- 
proved lamps in a given year over that pro- 
vided by the same quantity and types of lamps 
used in a previous year, at the same current 
cost. 
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The Hays Chart Speaks 


Ee Hays Corporation, Michigan City, In. 
diana, lets one of its combustion meter 
charts tell its own story of fuel economy. The 
important part played by the tireless Coo re. 
corder in warning of inefficiencies in fuel burn. 
ing equipment is graphically told in this unique 
folder. 


American Coach & Body Co, 
Offers Utilities Equipment 


ae re Public Utilities Equipment” js 
the title of a most attractive brochure 
dealing with the chief types of field equip- 
ment used by public utilities today. It out- 
lines the main trends and improvements which 
have been recorded in the past ten years; 
presents some of the principal features that 
promote convenience and efficiency ; and points 
out definite contributions which have been 
made by The American Coach & Body Com- 
pany. Such types of equipment as these are 
concerned : 

Truck bodies: Line construction for public 
utilities in general. Construction and mainte- 
nance equipment for gas companies. 

Light line installation and service. 

Trailers: For poles, cable splicing, mainte- 
nance, hot line sticks. Winches, power take- 
offs, pole derricks, reels, associated acces- 
sories. 


New Household Servant 


PSone home appliance, the Unitor, is an- 
nounced by the Unitor Corp., Detroit, 
Michigan. This centralized multiple appliance 
is a distinctly new stream-lined servant for 
the home. It performs countless tasks with 
a single motor and is easily folded away un- 
der the kitchen sink. Six years of research and 
engineering have made possible this Genii of 
household appliances which washes, rinses and 
dries dishes ; scours pots and pans; washes the 
finer washing; dry cleans; irons and presses; 
polishes and buffs brightware; sharpens cut- 
lery; mixes and whips and extracts; grinds 
and chops foods; freezes ice cream; sep- 
arates cream; churns butter ; barbecues meats; 
pops corn; dries hair ; gives exercise and mas- 
sage and operates a jigsaw and lathe. 


Electric Utilities Increase 
Expenditures 


Fees to Dun & Bradstreet, Inc., the 
electric power and light industry will 
spend at least $650,000,000 this year for new 
construction and maintenance, most of which 
will go into new capital equipment. 

Buying against a rising market, coupled 
with large orders for replacements in flood 
areas, and the broadening of general require- 
ments made it necessary for manufacturers 
of electrical supplies to operate on capacity 
schedules during the first four months 0 
1937. Orders received thus far this year ranged 
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eJacls about REPUBLIC 


World's largest producer of 
Alloy Steels.» World's largest 
capacity for production of 
stainless steel.eOne of world’s 
largest producers of carbon 
steels and tubular goods 
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...just that! Moved the Cuyahoga River in Cleveland more 
than a thousand feet. Moved three quarters of a million 
yards of dirt. Are putting five thousand tons of steel 


underground as a found: for a building that will take 





fifteen thousand tons more. A building that will be a third 
of a mile long—occupy twenty acres—contain two hundred 
and fifty miles of pipe lines—surrounded by five miles of 
railroad track. @ This modern new building will house the 
largest continuous wide strip mill in the world. 
It will have a speed of 2,100 feet per minute for 
twenty gauge steel. @ Republic’s new mill will be 


mi 


finished this year. Will cost many millions of dollars. Will 
enable Republic to produce steel more efficiently, and to 
serve industry more promptly. It is striking evidence of 
Republic's policy of keeping a step ahead. Yet it is only 4 
part of the plant modernization program which Republic 
has always followed. @ Modernization costs have proved to 
be a sound investment, producing increased business and 
earnings from a rapidly growing number of steel buyers 
who can afford only the highest standards of uniform 
quality— whether in alloy steels by the pound orcarbon 
bars by the ton. Republic Steel Corp., Cleveland, Ohio. 


REPUBLIC STEEL 


REPUBLIC STEEL SUBSIDIARIES: TRUSCON STEEL COMPANY 


THE BERGER MANUFACTURING COMPANY 


STEEL ANI 


PRODI 


UNION DRAWN STEEL COMPANY 
THE NILES STEEL 


When writing Republic Steel Corporation (or Steel and Tubes, Inc.) for further information, please address Department PF. 
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from 60 to 80 per cent larger than in the 
comparable 1936 period. For large machinery, 
air-conditioning supplies, and equipment for 
industries, public utilities, and railroads the 
gain has been up to 100 per cent. 

Extension of utility systems also have added 
to the demands on manufacturers for power- 
plant and transmission-line equipment. As a 
result, unfilled orders have mounted and on 
May Ist were 40 to 50 per cent heavier than 
a year ago. During April bookings at many 
plants were nearly double last year’s. Scarcity 
of skilled workers and delays in receiving 
needed raw materials have prevented many 
factories from keeping up with their shipping 
schedules. 


Issues Motorpump Catalogue 


NGERSOLL-Rand Company, 11 Broadway, 

New York, N. Y. has issued a new cata- 
logue describing its Cameron motorpumps. 
These pumps are compact machines combin- 
ing electric motor and centrifugal pumps in 
a single unit. Capacities range from 5 to 1020 
gallons per min. for heads to 500 ft. Motor 
sizes range from 4 to 40 hp. 


Copperweld Clamps Described 


Te simplicity of Copperweld clamps is 
emphasized in a descriptive folder issued 
by the Copperweld Steel Company. 

The advantages of the simple one-fold de- 
sign employed in both standard (cast bronze 
body) and Type B (drawn -bronze body) 
clamps are illustrated and prices given. Sam- 
ples may be obtained from Copperweld Steel 
Company, Ground Rod Department, Glass- 
port, Pennsylvania. 


New Dodge Field Truck 


ODGE announces a 1937 truck upon which 
has been mounted a special body de- 
signed for large passenger capacity in such 
fields as engineering, public utilities and 
others. 
The new vehicle has been constructed to ac- 
commodate at least 15 persons, including the 
driver. The seat cushions are on hinges and 


beneath each is a large compartment which 
may be used for personal luggage, tools, or 
other necessary items. In the rear of the last 
seat is a spacious compartment that has 45 
cubic feet capacity. It opens at the rear and is 
large enough for the hauling of two or more 
tents or other bulky objects. 

The tarpaulin top may be mounted in only a 
few minutes and the side curtains can he 
attached or detached with little effort. The 
rugged construction of this truck makes it 
adaptable to all types of country and roads. 


Mahan Appointed Westinghouse 
Advertising Manager 


p. Mahan has been appointed general ad- 
S. vertising manager of the Westinghouse 
Electric & Manufacturing Company, accord- 
ing to an announcement by G. H. Bucher, ex- 
ecutive vice president. 

Formerly manager of merchandising adver- 
tising, Mr. Mahan in his new position will 
have general supervision over all advertising 
and sales promotion work of Westinghouse 
and its subsidiary companies. His headquar- 
ters will be in Mansfield, Ohio, where the 
merchandising division of the Company is lo- 
cated. 


N.E.M.A. Wiring Handbook 


HANDBOOK which makes definite recom- 

mendations for installation of electrical 
wiring in all types of buildings, both for use 
of electrical appliances and also to meet the 
requirements of American Standard safety 
codes, has just been published by the National 
Electrical Manufacturers Association. 

Many charts and drawings give specific in- 
formation on wiring needs and installation. 

“It is not a booklet on, ‘how’ to wire in the 
sense of covering specific wiring materials and 
their methods of installation,” says the Na- 
tional Electrical Manufacturers Association, 
“it is a booklet on ‘why’ adequate wiring is 
needed, ‘what’ must be installed to supply those 
needs, and ‘where’ it should be placed.” 

The “Handbook of Interior Wiring De- 
sign,” consisting of 80 pages, may be obtained 


Dodge Truck for Public Utility Field Crews 
JUNE 10, 1937 
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= New York State Gas 
resden Station . : iS 
(E. M. Gilbert Eng. Corp.) 


The Dresden Station of the New York State Gas and Electric Cor- 
poration is being equipped with two steam generating units for high rating 
and efficient operation. 


Fuel is pulverized in conical mills (Hardinge type) and fired, through 
turbulent burners, in a completely water-cooled furnace. Gases pass 
through boiler, convection superheater, extended surface economizer and 


an air preheater of 10,560 sq. ft. 


= 
“ 


The requirements for 














each unit are: 


Steam per hour. . | 10,000 Ib. 
Pressure 725 |b. sq. in. 














Final steam tem- 


perature 825° F. 
Gases leaving the 

unit 335° F. 

The fuel has a grindability 
of 80% A.S.T.M.; quantity 


through 200 mesh screen, 
70%. 


i TM TA 





The air will be preheated 
to 350° F. 





Maximum rating— 
400% (approx.) 








FOSTER WHEELER CORPORATION 
165 BROADWAY, NEW YORK, N. Y. 


FOSTER WHEELER 
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from the National Electrical Manufacturers 
Association, 155 East 44th Street, New York, 
. $1.00 per copy. Quantity prices are avail- 
able. 


Delta-Star Announces 
New Switchgear 


Bk tag Electric Company, Chicago, 
Illinois, announce that they have devel- 
oped a new industrial type “RI” vertical-lift 
five unit metal-clad switchgear for controlling 
two 4000 volt incoming lines and three out- 
going feeders in industrial plants using pur- 
chased power. 

Incoming line units have manually operated 
15 K. V. 1200 ampere 150,000 K. V. A. Oil- 
Blast breakers with short time (1 sec.) 60,000 
ampere ratings. Feeder unit breakers are 600 
ampere with 50,000 ampere short time ratings. 

All units are equipped with insulated bus, 
necessary relays, instrumentation, current and 
potential transformers, test blocks and cable 
terminators. Potential transformers with 
fuses and current limiting resistors are in rear 
compartments equipped with hinged doors. 


A.S.T.M. Plans Annual 
Meeting 


HE American Society for Testing Mate- 

rials will hold its Fortieth Annual Meet- 
ing at the Waldorf Astoria Hotel, New York, 
June 28 to July 2. 

In addition to the customary technical ses- 
sions and committee meetings several groups 
of papers relating to standards and to the 
correlation of research with the development 
of standards will be given. These will include 
a symposium on Significance of Tests of Coal 
and Coke, another on Correlation of Labora- 
tory and Service Tests of Paints, and one on 
Consistency: Critical Discussion of Present- 
Day Practice in Consistency Measurements. 
There will be an extensive series of papers on 
asphalt, and several on water and on cast 
iron. 
Details of the meeting are being handled by 
a committee headed by Dr. W. F. Skinker, 
Assistant Director of Research, Brooklyn Edi- 
son Company, Brooklyn, N. Y. 


Traveling Switchgear Exhibit 


A= exhibit of the most recentl de- 


veloped switchgear equipment is being 
sponsored by General Electric. The exhibit 
features working models of oil-blast circuit 
breakers and various types of metal-clad 
switchgear. Designed as a practical demon- 
stration of the advantages of modern circuit- 
interrupting apparatus, the exhibit will be 
shown to leading central station, industrial, and 
transportation executives in key cities through- 
out the country. 
The exhibit places particular emphasis on 
the oil-blast principle of circuit interruption 
in oil-circuit-breaker construction and on sil- 
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ver contacts and modern arc-quenching de- 
vices in air-circuit-breaker design as a highly 
effective means of reducing the time involved 
in arc interruption and meeting today’s re- 
quirements for more compact equipment, 

Models of large metal-clad equipment are 
utilized to show how this type equipment pro- 
motes safety and convenience through me- 
chanical interlocking and factory assembled 
units. 


Brannon Appliance Catalogue 


A GENERAL catalogue of electric appliances 
has been issued by Brannon, Inc., describ- 
ing the new Brannon Zephyr electric roaster, 
the cord-less-matic, and the cord-o-matic 
electric irons, the hot-water-master electric 
tea kettle, and the electric “Glue-Boy” and 
melting pot. 

Samples of attractive customer mailing 
pieces, describing the above, are enclosed with 
each catalogue. Copies can be obtained from 
Brannon, Inc., 14307 Third Avenue, Detroit, 
Michigan. 


Peerless Fans and Blowers 


EERLESS exhaust fans and attic ventilators 

are illustrated and described in Bulletin 
208 issued by The Peerless Electric Company, 
Warren, Ohio. 

Included is a new line of Peerless quality 
exhaust fans priced extremely low and Peer- 
less built-in wall ventilators. 

Bulletin 311 describes Peerless blower units 
and panels including direct drive package 
units, direct drive panels, and belt drive pack- 
age units. 

Copies of these informative booklets may be 
obtained from the manufacturer. 


¥ 


For Your Information 


RAWING symbols for heating, ventilating, 

and air conditioning applications have 
been revised and amplified to include the pip- 
ing and fitting symbols recommended by the 
American Standards Association for drafting 
room practice in the new 1937 Guide of the 
American Society of Heating and Ventilat- 
ing Engineers, just published. 

Outstanding innovations in the field have 
been incorporated in the revised Guide to as- 
sist those specializing in heating, ventilating, 
air conditioning, and allied industries. Newly 
recognized standards of the profession have 
been added to the text section, and recent re- 
search developments have been summarized. 

The Guide comprises 44 chapters of 808 
pages of Technical Data Section and 316 pages 
of Catalogue Data, together with the Roll of 
Membership of the Society and complete in- 
dexes to the Technical and Catalogue Data 
Sections. 

Copies are available at $5.00 each from the 
American Society of Heating and Ventilating 
Engineers, 51 Madison Avenue, New Yor 
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Tre fundamental principle 
in transformer design is “bal- 
ancing of Stresses.” A “bal- 
anced” transformer possesses 
longer life, requires lower 
maintenance cost and _ has 
greater reliability. This is best 
accomplished by the use of the 
circular coil. Such a coil is 
balanced radially and axially 
against movement or distortion 
during heavy overloads or short circuits. 


These characteristics of the circular coil are well known to elec- 
trical engineers, and for that reason all Pennsylvania transform- 
ers, from the smallest distribution to the largest power size, have 


such coils. 


Pennsylvania Transformer Co. 
1701 Island Avenue, N. S., Pittsburgh, Pa. 
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ee the exact temperature 


through these"EYES”., . 














Through Taylor Dial Thermometers read clearly... 
accurately... unfailingly... the temperature-picture 
at important points in power production 


HERE no permanent record is 
needed . . . where no comparison 
of temperatures during a twelve or 
twenty-four-hour period is desired .. . 
but where there must be a constant 
check on temperatures, use Taylor Dial 
Thermometers to watch them for you. 
Taylor Dial Thermometers meet ex- 
acting demands for accuracy, durability 
and long service. They are simple and 
sturdy in design, and are the product of 
craftsmen who combine knowledge of. 
industrial and scientific needs with super- 
lative skill in construction. 
The Mercury-Actuated type of ther- 


mometer is particularly designed for use 
where operating conditions are severe. 
It is efficient anywhere within limits of 
minus 40° F. and plus 1000° F. 

The Vapor-Actuated type is especially 
useful where very open scale divisions 
are needed over a restricted working 
temperature range. It can be used for 
temperatures up to 660° F. 

Because of the fine accuracy and un- 
usual durability of all Taylor Dial Ther- 
mometers, users find that it is worth 
while to standardize on them through- 
out their plants. Discuss their use with 
a Taylor Representative, as we hope 


you will talk over any of your proble 
of temperature, pressure or flow contrd 
See him about details on Taylor indic 
ing, recording and controlling ins 
ments and on Taylor Control S: 
specifically for use in Power Plants 
in the distribution of power. Ts 
Instrument Companies, Rochester, N. 
or Toronto, Canada. Manufacturers 
Great Britain—Short & Mason, 
London, England. 


“Ta 


teaieatiog ff Roverdiag 


TEMPERATURE, PRESSURE 
FLOW INSTRUMENTS 
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RILEY PULVERIZERS 


in Central Stations 





Plant after plant in the Public Utility industry has swung to Riley 
Pulverizers .. . definitely establishing Riley as one of the leaders 


A few Public Utilities using Riley Pulverizers ... 


Union Electric Light & Power, Cahokia . . . Repeat Order 
Edison Electric Illuminating Co., Boston . . . Repeat Order 
Hartford Electric Light Co., Conn. .. . Repeat Order 
Potomac Electric Power Co., Washington, D.C. 
Oklahoma Gas & Electric Co. . . . Repeat Order 
Stamford Gas & Electric Co., Conn. 

City of Springfield, IIl. 

City of Tacoma, Wash. 

Savannah Electric Co., Georgia 

Dubuque Electric Co., Iowa 

Central Iowa Power & Light Co. 

Lynn Gas & Electric Co., Mass. 


Upper Michigan Power & Light Co. 


RILEY STOKER CORPORATION 


WORCESTER, MASS. 


BOSTON NEW YORK PHILADELPHIA PITTSBURGH BUFFALO CLEVELAND DETROIT TACOMA 
ST. Louis CINCINNATI HOUSTON CHICAGO ST. PAUL KANSAS CITY LOS ANGELES ATLANTA 
COMPLETE STEAM GENERATING UNITS 
BOILERS - SUPERHEATERS - AIR HEATERS - ECONOMIZ ERS - WATER-COOLED FURNACES 
PULVERIZERS - BURNERS - MECHANICAL STOKERS - STEEL-CLAD INSULATED SETTINGS 
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Inside Information 


On The Burnham Gas Boiler 


S much stress is put these days on 
dolling up boilers to make them 
look good, that their make-good is all . 

too often secondary. 


That’s not so with this Burnham. 
Its make-good was first-and-foremost 
proven. A. G. A. approved under the 
latest regulations. 


We are not going into details here, of 
why its make-good is so good. All that 
is clearly shown in the catalog, to 
which you are welcome. 


Glad to submit for your examination 
and check up, records of its economy 
performance in the field. A perform- 
ance that has lived up to the shop test, 
unbelievable as that may seem. 


Send for catalog. Get the facts. See 
for yourself. 


IRVINGTON, NEW YORK 
ZANESVILLE, OHIO 


Representatives in All Principal Cities of the United States and Canada 
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Chicago 


1) USA 


Full Size Professional us 


ARCH FQ 
WELDER 


Here’s thrilling news! 

full size, heavy dut Ae 

din Electric A Ww. 
—only $39.25 with De Luxe 
Accessories! Not a toy, but a 
big, 100-pound man-sized ma- 
chine that welds all weldable 
metals and alloys with amaz- 
ing efficiency, everything from 
cast iron parts to light sheet 
metal. A sturdy, welded-steel. 
construction machine, yet 
easily portable on casters, 


WORKS FROM 110-VOLT SOCKET 
Simply plug into any 110 or 220 volt A.C. electric 
socket. Hconomical—costs only a few pennies an 
hour to use. Often pays for itself on first or 
second job. Can be carried . t to outside jobs 
in auto truck or side car. as complete heat 
controls. Anyone can use easily. Instructions for 
doing all kinds of welding jobs included. 


Amazing FREE! 
Send no money! Write today for fredeeta 
facts about this new Aladdin ARC ELD 

with De Luxe Accessories. Aladdin is the ideal 
welder for Public Utility service, maintenance 
and construction work—a highly efficient machine 
GUARANTEED TO MEET A CLAIMS, at a 
fraction of the price asked for others—at @ sav- 
ing that may amount to several hundred dollars! 
Send today for full details. You are not obligated. 

COMMONWEALTH MFG. CORP. 
4208 Davis Lane Dept. U-70 Cincinnati, Ohio 

















CHLORIDE 
BATTERIES 


Choose This Battery 


NGINEERS all over the world recognize, 

in the unusual construction of the Exide- 
Chloride Battery, the reason for its gratify- 
ing performance in railway, telephone, elec- 
tric power control and all other stationary 
services. 


In nearly a half century of building stor- 
age batteries for every purpose, no other 
battery has been developed which fulfills 
more completely the requirements of utility 
and private industrial engineers. Write for 
information about this battery with its re- 
markable Manchester positive and Box 
negative plates. 


THE ELECTRIC STORAGE BATTERY COMPANY, Philadelphia 
The World’s Largest Manufacturers of Storage Batteries for Every Purpose 
Exide Batteries of Canada, Limited, Toronto 
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es business care .. 


“What do 





about you and me‘ | 


Four-fifths of the National Income goes to work- 


ers, that is, about 65 ‘per cent to those paid 
wages and salaries by employers and about 
15 percent to those who pay themselves 
mainly wages or salaries. 


This income averages $1100 per year to each 


worker. 


If no one of these workers were permitted a 
wage or salary in excess of $5000 and ail 
above that amount were distributed evenly to 
those who receive less than $5000, each 
would get about 85 cents more a week. 
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SYOOSIER BUILT 





Two views of 44 Ko. Transmission Line erected between Slab Fork and Milam, West Virginia, 
for the Appalachian Electric Power Company 


CONSTANT IMPROVEMENT IN 
ORGANIZATION AND METHODS 


OOSIER ENGINEERING COMPANY | 


HICAGO 46 SO. 5TH ST., COLUMBUS, OHIO NEW YORK 


Canadian Hoosier Engineering Company, Ltd. 
Montreal 


ERECTORS OF TRANSMISSION LINES 
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ive years ago a voice ery- 
ing in the wilderness, 
Power Transmission Counceil’s 
message to industry today is 


commanding the interest of 


many manufacturers faced 


with steadily rising produe- 
tion costs. The potential sav- 
ings through inereased effi- 
eieney and economy in the 


utilization of power are enor- 


New D 


mous. Stimulating action to No W 
that end is a joint responsi- ro Dt 
bility of producers and dis- faoa 


money. / 
lity b 
tributors of power. power changing 
its. 
fact that 


units and meehanical equip- to coast, | 


are swit 


ment for transmitting power. 


POWER TRANSMISSION COUNCIL 
75 STATE STREET ° BOSTON, MASSACHUSETTS 
A research association of producers and 


distributors of power, power units and me- 
chanical equipment for transmitting power. 
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DODGE HAULS 
ON LESS GA 





No Wonver America is SWITCHING 
10 DODGE /..PRICED WITH THE LOWEST '!.. 


When you buy your next truck 
forget about claims and compare 
recognized, quality features. The 


ODGE quality truck features 

mean extra value for your 
money. And this extra margin of 
quality built into Dodge trucks is 
changing America’s truck-buying 
habits. Proof of this is found in the 
fact that business men from coast 
to coast, literally by the thousands, DODGE 
are switching to Dodge trucks. Division of Chrysler Corporation 

* * eo 
For your own protection, your dependable Dodge dealer will giadly arrange easy terms 
to fit your budget, at low cost, through Commercial Credit Company. 

Tune in Major Bowes, Columbia Network, every Thursday, 9 to10 P.M., E. D.S.T. 


MORE HIGH-QUALITY FEATURES 


=e 
iv wor | sETA 
; ~ =| SHOW-DOWN 
=) = | ...SEE YOUR 
oe ey oy — 
D DEALER 


ioneered 

odge pioneered the roller-bearing 

one-piece rear axle universals in 
housing. trucks. 


truck “Show-Down” score card 
makes it easy for you to compare 
the low-priced trucks, Get a copy 
free from your Dodge dealer today. 


Only Dodge of the low- 

wn orioed tee “gives 
6-cylinder *. 
engine, 






! 


“OUTPERFORMS 


RUCK 
uy 78-MILE RUN SO 
have been 5 
and usi uying 
yea *. y prey for 9 


at 
this truck pede 
Our tests show Dodge 

auls more onless gas, 


ANDREW SURPREN. 
ANT 
Bourbonnais, Ilinois 
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As Is Your Thermostat, 
So Is Your Storage Heater 


You will agree that the success 
of an automatic storage heater 
depends in large measure upon 
the performance of its thermo- 
stat. Look well, therefore, to 
that angle. 


Your aim is to increase consum- 
er satisfaction. That means, in 
the present instance, a thermo- 
stat upon which the user can 
depend at all times—which re- 
duces your servicing to a neg- 
ligible minimum—which consis- 


tently builds good will for you 
in your community. 


The Titan Snap Action Thermo- 
stat fulfils these requirements. 
It is known for its universal 
reliability even under the most 
severe conditions. Titans are 
already standard equipment on 
most storage heaters approved 
by the American Gas Associ- 
ation. Their enviable record 
warrants your complete confi- 
dence. 


THE TITAN VALVE & MANUFACTURING COMPANY 


THERMOSTATS «» SAFETY PILOTS «» 


9913 Elk Avenue 


RELIEF VALVES 
Cleveland, Ohio 
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ro. 
smoot! 
seals 
result 
But C] 
of han 
finger 
Cletra 
to do 


THE 
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—— 


. and with the 


Lowering pipe is no job for a lightweight 
it takes power to handle the job 

smoothly without danger to welds or 

seams... to prevent damage that might 

result in leaks. 

But Cletracs have the power and the ease 

of handling that places this power under 

finger tip control. 

Cletracs are built for the tough jobs... 

to do the heavy work easier, more eco- 


EES: 


nomically, better. Examine a Cletrac.. 
its rigid main frame, its sturdy trac 
frames, the dead axle, the controlled di 
ferential steering, the accessibility, th 
soundness of every construction detai 
There’s a size for every job .. . fiftee 
models from 22 to 94 horsepower, eithe 
gasoline, tractor fuel, or Diesel powered 
and with a complete line of workin 
equipment, 


THE CLEVELAND TRACTOR COMPANY + CLEVELAND, OHIO 


Cletrac 


Crawler Tractors 


The only tractors with controlled differential steering that keeps both tracks 
pulling at all times ... on the turn as well as on the straightaway. 
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P. U. R. Digest 


CUMULATIVE 
A DIGEST THAT IS SERVICED 


Public Service Law and Regulation 


The only Complete Digest in this field 


A Work of Primary Authority 


Containing the Decisions and Rulings 
of the 
United States Supreme Court 
A SHORT CUT United — roo" og Courts of SIMPLE 
Ppeais 
sss isccseasiad United States District Courts euthinneatneees 
FIFTY YEARS State Courts CLASSIFICATION 
aii Vieille Federal Regulatory Commissions OF SUBJECTS 
State Regulatory Commissions A GREAT REVIEW 
SURVEY OF Insular and Territorial Regulatory 
THE LAW Commissions A GREAT SERVICE 











A Life-Time Digest Kept up to Date 


Write for price and payment plans 





PUBLIC UTILITIES REPORTS, INC. 


Tenth Floor, Munsey Building 
Washington, D. C. 
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ELI MINATE Expensive, Unsatisfactory 
Method 
q E D U C £ Bacs vi "he Public from Im- 


properly Backfilled Trench 


Tamp and Backfill Your Trench With One Compact 
Machine— 


Jhe 
CLEVELAND 


TAM PE R— 
BACKFILLER 














No trench job is ever absolutely 
complete unless it has been thor- 
oughly tamped and the earth re- 
placed as tightly and compactly as 
before removal. With hand tamping 
these results cannot be obtained. 
Only by the use of machine-tamp- 
ing can you be sure that your trench is properly tamped and the hazard to 
the Public reduced. 


The Cleveland Tamper-Backfiller is a distinctive, practical machine giving you 
in one compact, mobile unit exceedingly valuable equipment for the two allied 
operations of tamping and backfilling. 


With the use of the Cleveland Tamper-Backfiller, Operating costs are reduced 
and working time materially decreased. You’ll find it worth your while to 
investigate this machine. Write today for complete information. 


Tat CLEVELAND TRENCHER COMPANY 


20100 St. Clair Ave. Cleveland, Ohio 


e CLEVELAND 
TAM PER-BACRFILLER 
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for Modern Store Fronts should 
begin at Home! 


Here’s how Architect Geo. F. Sansbury and the Potomac Edison Company 


convince the merchants and 


property owners of Cumberland, Md., of the 


value of brightly lighted stores. 


A modern store front demands modern illumina- 
tion. And modern illumination means a heavier 
lighting load. There’s a natural tie-up if there 
ever was one... new Pittco Store Fronts and 
modern lighting. 


But to take best advantage of this tie-up... to 
convince prospects in your community of the sound- 
ness of store front modernization with better light- 
ing . .. there’s nothing more valuable than an 
actual example ... on your own show rooms... 
of just what you mean. 


You talk to a merchant... tell him the need for 
modern merchandising methods . . . plug away on 
the idea of a new store front with better lighting. 
And to clinch the argument, you say “Look at our 
own quarters down the street. There’s a new 
front .. . illuminated in the modern manner. We 


practice what we preach .. . because we know it 
means better business!” 


Put a new Pittco Front on your utility show rooms. 
Make them an example of what you preach. 
when the Pittco Store Front Caravan, sponsored 
by Pittsburgh Plate Glass Company, comes to your 
territory, don’t miss it. It shows you numerous 
actual examples of modern store front lighting. It 
offers you an opportunity to cooperate with a pro- 
motional effort that leads directly to more business 
for you. Contact our local branch for data about 
the Caravan ... and for any cooperation on store 
fronts you may need in your work. 


og, PITTS BURGH, 
Prat PLATE GLASS COMPANY Giles. 


STEE 


Scientifically 
finished — strong 
for a lifetime o 
comprehensive | 
permit accurate 
tation of BERL 

clothing st 


att 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 





June 10, 1937 Public Utilities Fortnightly 71 


BERLOY Yadlored Steel. . 


BUILDS STURDY 
SHELVING FOR EVERY 
STORAGE PURPOSE 


@ BERLOY stock-room equip- 
ment, steel shelving, bins and 
display units greatly reduce 
stock-handling and inventory 
costs. Can be quickly, easily 
adapted to carry anything from 
cotter pins to large castings, 
patterns or flat stock. Saves 
time, labor and expensive 
floor space. Quick deliveries. 
Without charge, a Berloy shelv- 
ing engineer will help you solve 
your stor- age and 
display problems. 
¢ Investigate BERLOY Wedge-Lock Shelving. Its patented 
features permit more convenience, economy, heavy load- 
ing and rough treatment than any other type of shelving. 


Write today. 
Hundreds of convenient combinations are possible with 
Wedge-Lock Shelving, to meet the varying requirements of 


every type of business and industry. Full details on request. 
berger Tailored Steel Products Serve the World 


% j cs ae 
5 & 
4 
’ 








STEEL LOCKERS 


Scientifically designed, handsomely 
finished — strong, tigid, durable— built 
for a lifetime of heavy service. Offer a 
comprehensive group of features that 
permit accurate and economical adap- 
‘ation of BERLOY Lockers to ALL your 
clothing storage requirements. 


STEEL. FURNITURE 


Outstanding for its utility, fine appear- 

ance and great durability. Desks, cabi- 

nets, cases, files, wardrobes, shelf. units, 

etc., available in wide range of sizes, 

types and finishes to meet every office 
layout requirement. 


CANTON, OHIO 


SPECIAL STEEL FABRICATING JOBS 


For over 50 years, Berger has specialized 
in the design and production of sheet 
metal products for manufacturers. BERLOY 
offers wide experience, expert knowledge 
of design and unexcelled facilities for 
the complete fabrication of sheet metal. 


THE BERGER MANUFACTURING COMPANY os 


Subsidiary of Republic Steel Corporation 
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Revolutionary 
Oven Design 


ELECTRIC RANGE 
With “EQUALIZED 


HEAT” Oven 


Make perfect results a certainty—pro. 
duce flavorful whole meals that tum 
delicate appetites to robust hunger. 
With modern styling . . . sparkling 
finish, L&H Electric Ranges offer a 
complete step-up line. Designed to fit 
flush against walls and cabinets, they 
enhance the charm of modern 
kitchen design. 


Get the facts about L&H 
features that produce 
sales response. 


A. J. LINDEMANN 


HI-SPEED L&H CALROD UNIT & HOVERSON CO. 
with FLAT thrift coils MILWAUKEE, WIS. 














L 


GOOD er 


ling the 


road \ 
INSULATORS ctor mone on Te oP 
ors nece d 


[Vv] 


Insulators are only as good as the 
experience and workmanship put in- 
to their production. 


Our product is produced by men 
of the greatest experience to be found 
in the industry. 


Victor made insulators are Goop 
INSULATORS. 


Catalog on request 


Victor Insulators, Inc. 
Victor, N. Y. 
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... PLENTY OF CREDIT 
SHOULD GO TO MY ROYAL 


Enthusiastic! Proud of their typing— 
loyal to their typewriters! That is the 
way girls feel who are given Royals 
to use. For the Easy-Writing Royal is 
a perfect expression of good-will from 
employer to employee. 


A marvel of scientific precision and 
accuracy, the perfect office writing 
machine, it both compliments the 
typist—and gives greater scope to her 
skill. And because Royals actually 
speed and ease every typing opera- 
tion, they ensure better morale—better 
typing, and more of it, measured 
either by the day: or hour! 





Invite a demonstra- Royal Typewriter Company, Inc. 
tion ... Compare the 2 Park Avenue, New York City 
Work! It costs noth- World's lerpest 


ing, it proves every- A bicely to the manufacture of typewriters. 
ing. Factory: Hartford, “cum 


MODERNIZE WITH WORLD’S NO. 1 TYPEWRITER 
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It takes more than THEORY 
to build a Transformer 











Advanced Theory 


Practical Construction 


Experience dnd Research 


Intelligent Engineering 


Careful Selection of 
Materials and Parts 


Skilled Workmanship 


We've got to find out 
why this Wegner 
Transformer is so 


- i... 


Competent Supervision 


TH 


Proper Facilities 
for Manufacture 


+ 


Efficient Management 


9 






an 


\ 





Why Wagner Transformers are Good! 


Waégner Electric Corporation 
6400 Plymouth Avenue, Saint Louis,U.S.A. 


am Nie Ft OR MER S . 
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FLASHLIGHTS /” INDUSTRY 


“EVEREADY” 
Industrial Flashlights 
No. 3251 
No. 3351 





No. 3351 
Three-Cell Type 


No. 3251 
Two-Cell Type 


“Eveready” Industrial 
Flashlights No. 3251 and No. 
3351 have been specially de- 


signed to meet the needs of 
industry for flashlights which 


NATIONAL CARBON COMPANY, INC. will give long and satisfac- 


General Offices: New York, N. Y. 
Branches: Chicago, San Francisco 
Unit of Uniwn Carbide [ig 224 Carbon Corporation severe operating conditions. 


tory service under unusually 
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fF stands por Bus 


. stands for CAR 


Barron Coutier 


and his CAR ADVERTISING 
ORGANIZATIONS 


stand for both in the minds of thousands of Local 
and National Advertisers throughout America — 


That's an asset to every Transit Operator. To para- 
phrase a well-known slogan: 


“When more syaace is sold, 
Colliex will sell it!” 


BARRON G. COLLIER, INCORPORATED 


745 Fifth Avenue, New York 


























SPECIFY 


MERCOID CONTROLS 


THEY INCREASE THE EFFICIENCY 
OF AUTOMATIC HEATING EQUIP- 
MENT. GIVE MORE DEPENDABLE 
PERFORMANCE. REQUIRE PRAC- 
TICALLY NO ATTENTION. WE 
INVITE A CRITICAL COMPARISON 
SEE OUR CATALOG FOR DETAILS 


THE MERCOID CORPORATION 


GENERAL OFFICE AND FACTORY 
4201 BELMONT AVE. + CHICAGO, ILLINOIS 


New York Office: Philadelphia Office: Boston Office: 
90 WEST STREET 3137 N. BROAD ST. 25 IVY STREET 


DISTRIBUTORS IN ALL PRINCIPAL CITIES 


THE MERCOID CORPORATION «+ 4201 BELMONT AVENUE ¢ CHICAGO, ILLINOIS 
MANUFACTURERS OF AUTOMATIC CONTROLS FOR HEATING, AIR CONDITIONING AND VARIOUS INDUSTRIAL APPLICATIONS. 


GENTLEMEN: PLEASE SEND YOUR CATALOG No. 100-T 
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LISTEN TO THE PROOF OF GMC 
EXTRA VALUE 


Come in today or phone for 
the bedrock proof of GMC 
extra value. Truck buyers 
in all lines of industry are 
critically inspecting and comparing 
GMC trucks. They find in the unusually 
complete “truck-built’” GMC line of con- 
ventional and cab-over-engine models a 
type and size exactly fitted to their needs. 
See, compare and judge for yourself. 


QUALITY AT PRICES LOWER THAN AVERAGE 

















Time payments through our own Y. M.A. C. Plan at lowest available rates 


GENERAL MOTORS TRUCKS € TRAILERS 


GENERAL MOTORS TRUCK & COACH 
DIVISION OF 
YELLOW TRUCK & COACH MANUFACTURING COMPANY, PONTIAC, MICH. 
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PROFESSIONAL DIRECTORY 


®@ This page is reserved for engineers and engineering concems especially equipped by 
experience and trained personnel to serve utilities in all matters relating to rate questions, 
appraisals, valuations, special reports, investigations, design and construction. 


Ford, Bacon & Davis, 3nc. 


Engineers 
VALUATIONS & REPORTS 


DALLAS 

















DESIGN 
CONSTRUCTION 
OPERATING COSTS 





INTANGIBLES 



















CHICAGO WASHINGTON 





PHILADELPHIA NEW YORK 














SANDERSON & PORTER 
ENGINEERS 
VALUATION DEPARTMENT 
APPRAISALS AND RATE QUESTIONS 


NEW YORK SAN FRANCISCO 








CHICAGO 

















MARK WOLFF 
Public Utility Consultant 
Investigations, Rate Studies, Valuations, Reports, Expert Testimony 

Corporate Reorganizations 











NEW YORK, N. Y. CHICAGO, ILL. 














JACKSON & MORELAND 





BLACK & VEATCH 





CONSULTING ENGINEERS 


Appraisals, investigations and reports, 
design and supervision of construction 
of Public Utility Properties 












4706 BROADWAY 





KANSAS CITY, MO. 


ENGINEERS 


PUBLIC UTILITIES—INDUSTRIALS 
RAILROAD ELECTRIFICATION 
DESIGN AND SUPERVISION—VALUATIONS 
ECONOMIC AND OPERATING REPORTS 


BOSTON NEW YORK 


































EARL L. CARTER 
Consulting Engineer 
REGISTERED IN INDIANA AND NEW YORK 
PUBLIC UTILITY 
VALUATIONS AND REPORTS 
814 Electric Building 








Indianapolis, Ind. 





JENSEN, BOWEN & FARRELL 


Engineers 
Ann Arbor, Michigan 


Appraisals - Investigations - Reports 

in connection with 
rate inquiries, depreciation, fixed capital 
reclassification, original cost, security issues. 
























EDWARD J. CHENEY 
ENGINEER 


Public Utility Problems 


61 BROADWAY 








NEW YORK 


SPOONER & MERRILL, INC. 
Consulting Engineers 


rvision of Construction 
aminations —Valuations 


Chieago, Ill. 






Design—Su 
- Reports - 
20 North Wacker Drive 
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Find 


Facts 
Four Sides 


To Write On. , F a S t e r 


Form Is Own 
Holder. 


Offset Signaling. 


Faster Posting 
and Reference. 


Postindex provides the fast- 
est posting and reference 
files on the market. Operat- 
ing executives who know that 
control information — the 
facts and figures which speed the 
movement of goods and service— 
must be at the operator’s finger tips, 
are becoming Postindex users — and 
there are reasons. 
The advantages of Postindex Visible 
Filing are impressive: 


* Four sides to write on doubles the 
capacity and utility of the single rec- 
ord form. 
* Form is its own holder. 
* Offset signaling. 
* Faster posting. The left hand can 
find the card while the right hand 

enters the information. Right hand need never lay down the pen. 

* Four types of files to suit the use requirements of any business. 


Write today for complete catalog of Postindex Visible Filing Equipment. 


POSTINDEX COMPANY 
JAMESTOWN, N. Y. 


ART METAL CONSTRUCTION COMPAN 





This page is reserved under the MSA PLAN (Manufacturers Service Agreement) 














wt Abner niet pee abitiy Pattee 









HE CUTTER WITH THE REMARKABLE 


BLADE CUTTER WHEEL 


In a perfect circle, its alignment true, its powerful steel-reinforced 
housing holding it true, this RIZZI Cutter rolls through any pipe in 
a few easy turns—and leaves practically no burr. 


But the secret of its unusual performance lies in its distinctive wheel 
blade. Coined out of sheet tool steel, hammered to shape, heat-treated 
and then fitted with a cast-in reinforced hub, this thin blue blade provides 
the cutting stamina that means far more cuts per blade— 
with economy and extra use-satisfaction to the user. 


Try a FRIBAAID Cutter and you'll quickly see the 
difference. 


Your Jobber has them, or write to us for complete 
RIBAID Heavy- 


literature. Dut utter 
Wheel—for tough 


THE RIDGE TOOL CO., ELYRIA, OHIO, U. $. A. igh: 2nd lone ser- 


A Fel Ee 1Bb PIPE Too 


75% of your wrench repairs are 
stopped when you use RIBBIDs 
with their unconditionally guar- 
anteed housings. 
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Weight Per Unit (pounds) ey 
Weight of Circuit Breaker (pounds) 
Breaker Diameter (inches) . 
Breaker Height (inches) ~ 

Qil Per Breaker (gallons) 
Interrupting Time (cycles) 


rs 


PROGRESS THAT CUTS YOUR COSTS 


INCE 1929, the size and weight of metal-clad 
switchgear have been cut in half. To-day’s 
metal-clad is therefore. much easier to handle, and 
it costs less’ to install. Circuit-breaker operation 
has been speeded up from 15 to 8 cycles, and the 
gontrol is now built in — as an integral part. All 
these are«fundamental advances that save you 


money in installation, operation, and maintenance. 


There have been no “depression” years in -the 
development of G-E apparatus. We can show you 
equally important advances in the design of turbine- 
generators, transformers, regulators, substation 
equipment, cable, and meters. There is hardly an 


item in our entire line of power apparatus, 
pared with that built only a few years ago, 
does hot represent greater value per dollara 
— value that you can measure in improved 
formance, reduced operating expense, or h 


service to your customers. 


It pays to select equipment that represent 
proved design and advanced engineering 
reasons: First, you get more value for yourm 
and, second, you encourage ‘the manufachi 
do*more: and more of this. kind of work. The 
is» continued progress of the industry= 


a 
that cuts your costs. % 
96-4028 





